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INDUSTRIAL POLICY: THE RETRAINING NEEDS OF 
PLOYED WORKERS 



The Magnitude and Scope of the Retraining Confronting 
the American Economy 



FBIDAY^_SEPTKMBTiR^B,-:ig83 ! 

Congress of '^he United Statos, 

Joint Economic- Co3I3Iittee, 

™ . „ _ ^y.^^j^^^^^^^^^^^^ 

The cbiuniittee niet, inirsuant to notice^ at 10 a.iii.j in rbbm 81)^628, 
Dirksen Senate Officer Building, Hon. Daniel E. Eungren (member of 
the committee) presiding. 

Present: Representativei Eungren. _ _ 

Also present : Robert Prenius and Marjf E. Eccles, prbfessibrial 
stair members. / 

OTEmm STATEMENT Of SEPitESENTMf^E XTOGREN, PSESIDINS 

Represent at i y e T-^jngre n. Good mbr riirig. I want to thank all the 
witnesses for coming on our rather beautiful fall-like day here in 
Wasliihgtbh. I libpe that Sve can engage in some good debate about a 
very important issue. We have attempted to try and^get a number of 
witnesses wlib have sbiiieSvhat different points of view on this issue.^ I 
hope that we can engage in some debate so we can see if we can estab- 
lisli some consensus on parts of the retrlining issues. 

Without a doubt, the problem of Ich^-term structural unemploy- 
iileiit presents a fdrmid'able challenge to tiie Nation over the remainder 
of this decade, 

TliG Bureau of Labor Statistics has presented testimony suggesting 
that the gri^atest impact of postwar, baby bboiri eotrance into the job 
liiarket is behind us, as is the tremendous acceleration of women enter- 
ing the job niarket as a percentage of the pppulatibri. And_i^^ 
that tliose deniogi-aphia changes havdng already been confronted, we 
will not have to deal with Uiat in the fu^^^ 

Estimates vary on the number of displaced workors m tlte tJ.S. 
economy; that is, thbse workers who lose their jobs to foreign cbiri- 
petition, shifts in the structure of the American economy or tech- 
nological change and who lack the necessary skills fbr reemployment 
at relatively comparable pay scales within a reasonable period of time. 

(1) 
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^°^'*^A*^^^^ly^^^ in 
labor force growth will take considerable pressure ofi'iaboranarkets^ . 
in_th& decade ahead. But the gurpose of the liearihg today is to quaiir 
tify the magnitude and nature of the long-term structurally unem- 
ployed in the country. Each of the four hearings which have been 
pliedujgd^Avill °f ^ r ji^^^ tn ^ pn cnnyfi^^^^'^^^ Government should be 
training Ame jT^n ^ encourag ^jm 

~Tn a recenHy compleTed ?eries of liearjrtgs oh industrial policy^ 
witness after witness Avarned the Joint Economic Committee of the 
Hiany insurTnountable m pf ind"stria^^ 

emerged f rom these industrial policyii^arings tlTat iiriproved^trainiiig 

pportunities are neces^^^^ structural unemployment and to 

keep employed workers current. 

To follow up on this theme, the Joint Economic Committee is now - 
embarking on this series of four additional hearings to investigate the 

_i:ole_pi4 Qb^tralningJio. iiclp Avbi±iU:.s-ad}ust-to f apidl^Mjhangi ng-eco-=^^ 

iioinic ehvirohinent. ^ 
— Many important questions must be answered. "V^Hiat the role of the 
-Federal Gb^^ should ^Cj ce^^^^ TbyH:he^ : — 

poficymSkers hei-e in Washington, D.C. Such questionaas^'\V^^ the 
magnitude and the scoj)e of the training problem? Is the new Job 
Training Partnership j^ct adequate to meet the Ghallenge? '^Vhat caii 
industry and workers do to impirbye It: bor skills? For what jobs should 
workers be trained and what skills need to be acquired Ijy workers to 
be competitive in the future? What we will seek in this series of hear- 

ittj^ is to find answers to these and related questions. The answers are 

necessary to determinr if the Nation really does have a traihing prob- 
lem. If so, hosv serious is the^problem aua what can be done about it? 
And in what role can the Federal Government play in attacking these 
problems? - - ....... 

As we embark oh thisnath, there is little doubt that the answers we 
seek are not easy ones. However, the importance demands^reater con- 
gressional uhderstandihg of the hature of the problem. Too often in 
the past, I fear. Federal efforts have been high on praise' but short on 
results. 

I wx5uld like to repeat my welcome to the expert panel of witnesses 
assembled today to discuss this impbrt^ht issue. I wp^ like to request 
that our witnesses attempt to keep their oral statements to IG minutes. 
The prepared . ;t at erne nts that yolu have wjH be made a part of the 
record, whether you actually give them or not. 

And I \you 1 d 1 i ke to use_ thi s_ bppbr t u n i ty today to Ji a ve Jqme di s- 
cussion among the four of you on certain points that will be brought 
up in ybiu' individua^^ ^^AtemAnts^ . 

I imderstand Mr. Cetron must leave by about il :30. PerTiaps I will 
try to remcml^r to dir: ct tiiy firet questions to yqii so that we might 
make sure that we get ae benefit of your statement in answer to sbme 
questions. ^ ^ - ^ , 

The first witness is Mr. Marc Behdick, who is a sehibr research as- 
sociate of the Urban Institute. Mr. Bendick. 



STATEMENT OF MARC BENDICK, JR., SEOTOR RESEARCH ASSOCIATE, 
TEE URBAN INSTITUTE, WASHINGTON, D.C. 

Mr. Bendick. Thank you. Congressman Liingren. 

I come before you this morning as a nohparUsan rcs^^ 
who has spent much of the past 3 years examining the problems of 
worker clislocation, inclustrial poHcy^ aM retjamirig. 

My assijXDJneJitiJiis mjjuningJs-tajdkciiss^die^^ a nd orig ins hf 
the problem bf_ long-term st ructural un^employm^^ and then tp^ set 
forth an agenda for Federal initiatives to contribute to its reduction. 

L^jhA begin by suggestiiig a^wprkin^ definition pf structural Unem- 
ploynient. it is the joblessness which remains when national unemploy- 
mtMit has been bi^^^^^^ ]is it can be by rriacr^ 
without rctriggering nnexceptable inflation. As this committee is, of 
coui^^i ^ypJJ f^^fii't^i^^G limi^ of macrpecpripmic^p^^ 
during the 1970's and i980's for a variety of reasons. While once econ- 
omists boldly targeting 4 or 4i/§ percent as~an"achieTable"Tioninfla-^ 
tionary unemployment rate, we'now meekly speculate one about as 
high lis 7 or 8 percent. A 7-percent unemployment rate translates into 
somctlii u g - more th an- , 7 m it lion struc t u r al ly- u nemplby ed- work^r^. — 

Who are tliese 7 niillion? And among th^m, who are the 3 million 
Wiio have joined these ranks as the full emplbymeht target has drifted 
upwaid from 4 to 7 percent? One candid answer to this question 
is that they are; dislocated workers, the familiar middle class^s^^ 
--Httztrns^whb were 
stack industries as steel and autos. 

Garefully-^tatistieal-studies suggest that this answer is generally 
incorrect. There are, of course, several irjllioh such workers currently 
on long-term layoff, but the vast majority of them are cyclicaljy un- 
einplpyed, under the combined effects of the d^^^^ 
World War 11,^^ period of very hTgh real interest rates, and an over- 
valued U.S. dollar — a stbiy with which this committee is again very 
familiar. _ _ _ _ 

My bwh research Ms esUma^^ lOP^PP*^ 
xrorJcejs fall in the category of truly dislocated workers, in the sense 
of thbse who haye permanently lc^^^^ tp structural changB 

inline economy ana who have joined the ranks of the long-term uhern- 
p Ibyed who would j^JTLain 1 argd national ©conomic 

recovery; /Jhis number represents less than 2 percent of the 7 milli_oh 
structurally uiiemp Ibyed j bh whose problems these hearing are fo- 
cused. _ 

Whb then are the ma;jbrity of the structurally unemployed ? The list 
is familiar to anyone mvolved with employment and tra|hihg_pro- 
grams over the past few decades ^ Inner-city minority ; high school 
dropouts; female single parents dependent upbii public assist a ncej 
low-skilled, low-wage, working poor adults; recent imiiigrants; and 
sb forth. These groups stand at the end of the hiring^ qUeue^^ and as the 
full unemployniejit rate has moved from_4 to^T^jperco nt, most of the 
main stream, miclcareer workers on manufacturing iia\:^ 

moved into that hiring queue ahead of them. 



Now, lest tliis discussion seem hopelessly old- fashioned, iet me 
hasten ta add that 1 am by no met^^^^ of vapid 

structural changes in the .American economy. aNew patterns of inter- 
nationai trade and new teciinblbgy are appearing with accelerating 
Tiipidity, and profound changes are underway in the mix of finns 
and industries, in the economy^ in the mix of qccupatibhs required 
to staff these jirms, arid even in the mix of skills which defines each 
^gccjgp^atipn,,But_the-prDcess-hy which thcse-di*inges-bccur is bbth 
slower arid more incremental than is often evisioried, And the locus 
of much of this change is among the employed rather than the 
urieniployed. 

tfit me illustrate this general poinc with some information specif- 
i<^_aUy_ Qri mariu^acturinff^ The most important fact about this sector 
of the economy is that the totai nuinber^Df manufacturing jobs in the 
tLriited StAtes^reces^^^ has not declined oveV the past several 
decades and appears. not likely to decline significantly over the next 
-decadea_.Emj^^^ has only represented a de- 
clining proportion of all jobs because the service sector has &r<^wn 
fluster than mariuf acturiri^^ not because the riiariuf acturing sector has 
failed to; grow. The implication of this is that for most workers cur- 
rently on laypflL f roiri jri^ttriuf ac bejopj)orturiities to 
return to manufacturing and no particular need to retrain to switch 
careers. j 

One particularly wellrpublicized aspect of the manufacturing em- 
ployment iss^^^ replaceriierit of relatively Ibw- 
skilled mans production workers by smart and flexible machines. But 
ca re f Ul es t i ma tes b f the to t a i j ob d is^placemeri t likely to a rise , f rbm 
that source forecast that ov.»r the next decade robots will directly 
subsfeitutehfor-only abbut-1 WOT but of the manufactur- 
ing work force each year. Giv^n the typical voluntary turnover in 
manufacturing jbbs may rUii 25 percent br higher, sucn replacement 
can typically be handled by attrition rather than layoff. 

The implementation of rbbbts lii the automobile Indus tiy also pro- 
vides an interestirig example of the process by wHich bccupatipris 
evolve aiid workers are retained with new technologies^ As automobile 
manufacturers have installed robots, they have sele^ted hi^h seniority 
electrians and millwrights already ^mplo^ed in theh* plants^ sent tliem 
to the robot mariufacturer to receive a rewjweeks p^^^ 
new mnrhine^and thus obtained the trained work force they required, 
with neither displacerrierit ribr hiring. 

This 4S representative of the predominant process by which the 
skills of the work force, eyol ye— b^ 

rather than the imemployed: And itis also representative of the mag- 
riitiide of retrairiirig whi typically Lriyblyed^Mbst hew technblbgy 
evolves mit of existing technology with strong linkages to the previous 
mpde. of wb rk._ A few d ay § o r a weekend in the cl a ssrbbm and a f e w 
weeks /ir a month of on-the-job learning-by-doing are typical of a 
level of hvestmerit iriyblved tb mbve a worker f rbrri the bid to the new. 
Rplativi^lv few workers scra»> an existin/^ career, return to the class- 
room for months br j^e^^^^ 

One reason fnich increniontal learning is generally suflicieritjs the 
slow rate at which the bccupatibnal composition of U.S. employment 



(•luui^xos. Til ))roiortibiis of job vacancies over this dccaclc, the U.S. 
HurcjiU of Liil»ur Statistics advises iis there >vill.be ahput 700,000 new 
jol) opciiiiijrs lor sccrctiirios, 500,000 for- truckclrivors;; 500,000 fov 
tuirscri aiUos, imd 500,a00 for janitors. In the same ora_, the mnnbcr of 
job oponin^^s croatodjii all phases of the robotK'S inchistry bo 
00.000 or loss. Now liigh tccli occn nations luav haye spectJUMilaH^^^^ 
porcrnta^'o: growth rates, but the total nuiuber of jobs is very small 
coinpnrod to tluLHUinbors available in traditional Holds. 

Tlic uj)shbt of the inctufe which I have presented is txiat the st.nic- 
tiu'iij Jincinpioyinent i)roblcni facing the United States to^ay 
considerable continuity with that experienced ii past decades, rather 
than rcprcscntin*? a new phenonienon ^onerated by re^^^^^ 
shifts in the Ainerican ecoiioiric environiiient. Biit old unsolved J »rob- 
Icirs can still call fov new aj^proaches, f ml in niy prepared .stmeinent, 
I prf'scnt seven proposals of Federal 'draining eniployinent initiatives, 
whlcTi 1 believe can si^iificantly, attack these problenis. Let me briefly 
iiitrlilifjjht four of tliose proposals, . . . 

My first proposal involves reinvesting trtulitional eniployinent 
and tntining initiatives for the disadvantaged who are, as I havejsiig- 
^rcstpd in this tostiniony,_tho_vast ihaibrity of the .^^tructurally uncin- 
plovod in the 1080's. Dnrmg the post 20 years of_prograins_ for the 
disadvantaged, the United States has developed very effective and 
coHt-o fleet ive models for delivering services to these persons- 
only one well-khowh example, the Job Corps, careful evaluations of 
that progi juu show that for every dollar invested jn_ its eff bits, sd^ 
gets back $1.45 in increased eniploynient and ^ output and reduced 
crime jind welfare dependency. Reinvestment in such cbst-efTective 
activities tlirbngh expansion of their available budgets will directly 
nddross the main set of problems of structural uhomplbynie^^^^^ 

A secbnd high pribritj is yauth. Here the Federal responsibdity 
starts with the problems of disadvantaged youth^ who re<^^^^ 
efforts to prevent high school dropouts and upgrade the quality of 
education received by inner-city schools, Ih the case 
over, it extends beyond the disadvantaged population to encompasi 
much of the entire next generation of wprkers. Fbr while the pace of 
occupational evblutioh in the economy is sufficiently slow that jnPfi 
ciirrent adult workers can complete, their wor^ within their 

existing bccupations and most economic changes can be absorV -d by 
attrition, the next generation of Jabor ma^ 

tively few opportunities to follow in their parents' footsteps in tradi- 
tional manufacturing lobs. The children of blue-collar millworkers 
must be counseled and assisted to continue their education beyond 

high school. _ _ - •- u 

Another point J ha ve 'jmphasized in my prepared statement is the 
role of training, for the empllbyed in the Updating of skills which is 
\iequired by economic and technological chang^. Annual ex^enditjlres 
by private employerj on emplbyee training in th 3 United States totals 
some $30 billion per year, or some 10 times larger than the sca^^^^^ 
the entire Jbb Training Paftnership Act. And yet^ large as this num- 
ber iG, It IS still far less than the socially.optimal le^^^ investment 
for the Americiin ecbnbmv. Due t« the presence of what economists 
refer to as "private market failures," the business sector and workei^ 
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Acting albrie uhderihvest in the skills needed for the 

Autoricun work force; • _ 

Tliis traiiiin^^ ^^ap riiii l)e elldctively addressed by new Federal inlti- 
atuie, a iimdel fui which ciiii be fotmU in the Frencli experieiice. Since 
l^XlvUlP Fjeiich have operated a national system foi financing worker 
training centered on wJiat they refer to as an dbligatidii to spend. 
Each enii^lbyer Jias^b;^- ^ obligation to expend 1.1 percent of its 

total wage hill on maintaining and expanding the skill level of work- 
ers. If t lie firm chposds to train its own workers and spends at least 
the l.i-percent minimum, then its obligations are discharged. And 
init^Mi^s well do so, because if it fails to meet this obli^tion, 
then the unspent balance i.*i due to the Government as a payroll tax. 
Tlid oxporieii^ce in investment traming has 

exj/anded significantly and steadily in response to this ixicontive. 

1 1^^ "PPiAoa cpnstralsts in important .yays with some 

other propo.sals to increase the level of training in the American work 
force, siicli a.s the "Individiial Traihihi; Account." I have a hiiiiiber 
of difficulties with the iTA approach, but the most basic one is that 
J^^*^^^^^^ (iftex\dislpcatiQn, long-duration, change-of- 

(•areer retraining of the unemployed, rather than toward the preven- 
tive, continiidUs, incrementalj emplbyer-bas^^^ training of the 
employed which Is suggested here. The Frenchl approach ^vaid^ this 
difticultv, as well as avoiding the gbtential huge increases in the Fed- 
eral budget which an ITA system mi^^ht involve; / _ _ 

/^^^ ^^^[^J^^S^ y'^^^^^^ ^"^oUnt bf traihirig rec worker 
under their system is 55 hours. This is preciseir the pattern of jiicre- 
mental investmoiit which needs tb be prbiribted in the United States. 
And I should add as an aside, that the IJAW-"nickel-an-hour" pro- 
gram, which I think will be described by J^riedman a_ littlejater, 
is domestic version of very much the same spirit of what I liave de^ 
scribed, particiUafly in the lbn^ fun, as it shifts its emphasis toward 
iraihing not the currently dislocated workers but the currently 
employed: - - 

_^_FiMny% Congressman Lungren, my last proposal focuses on the spe- 
cial adjustment problems of distfessed cbmmuhities. Fbr while I hay© 
emphasized the relatively slow pace and incremental nature of eco- 
nomic change, it must also be recognized that sbme bf this change 
occurs in a jinnpy fashion when viewed from the local perspective — 
in thaform of a mass layoff or large-scale plant clbciufe which destfbys 
f>y<?^ifi:ht the pcbnbmic base of a cohimuhity. The vast majority of the 
iOO,000 dislocated workers, who will not be readily reemplbyed in an 
^<^f^npiT}y of hatiph^ employment have lost tMiv Jobs in that 

fashion and livp^in communities in economic crisis sudh as Flint, 
^"^f^^^J^Mt^^wri"^^^ 

I would propose that assistance be provided to such workers through 
^ T^^.^J^PP^L'^l Feflpr^^^ provide large-.scale rapid 

flexiblp, but short-t?j'm assistance to crisis locales ia the wake of snch 
pcbnbmic d i sji.s t o rs. Th is ins tit iit ion cbul d he rhpdeled on an i h no vat i ve 
Cnnadian Government agency program called the manpower consuJta- 
t h'^ J^^**'^ ^ ' »Acl^ u^o'^'cs i li t o a d is t r essed 1 pea] a re a fpr a_s_h prt per iod , 
perhaps 6 to 9 months, to provide a very heavy dose of special adjust- 
ment assistance tb bbth individual wbrkers and their community. 
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Such assistance typicnily emphasizes job development and job place- 
rheiit. nitlior than skills retniining. ^ 

In -his budget proposals for fiscal year 1984, Pi'^^ident Reagan has 
asked for i?24U million in funds for title III of the Job Training Pitrt- 
norsliip JLct. the title addressing the needs of dislocated workers. This 
level of funding is desig:ncd to support services to abbUt 00,000 tvork= 
ers. In light of my 100,000 worker estiinnte of the size of the dislocated 
worker problein, ihis level of fuiidin^ seems appibpnatc, both for n 
yeiir iind the y- ira foUowing— particularly if that money is expended 
in the manner of placenient oi:ieiite(l, shbi't-term c^ 
which the Cunutliun manpower consnltative service provides an excel- 
lent model. 

The viist niajority of employnuuit and training funds which the Fed- 
eral Government siibiild provide in excess of that level of expenditure 
shotild be targeted on title II of the Job Training Partnership Act. 
tiiat targeted on (lisaclvaiitaged wprke^^^^^^ 

prime problem in structural unemployment in the United States, even 
in the 1980 s. 
Thank you very much. 

[The prepared statement of iNfr- Bchdick follows :] 




Pbkpsbed Stxtehent of Mabo Bendics, Jb, 

Mr. Chairman and Members of the Committee: 

I appreciate this opportunity to participate in ehese hearings on the role 
of federal employment and craining proj^rams in attacking the problems of 
structural unemployment. I am Dr. Marc Bendick, Jr., an eifbriomist with the 
Urban Institute, which is a nonprofit, nonpartisan public policy research 
center in WashinRCon, D.C.^ This morninjz, I will first briefly discuss the 
M.TCur.' .md origins of che problems of long-term structural unemployment: Then 
T will set forth a seven- narc agenda for federal " inic iat ives wh ich could 
contribute significantly co its reduction. 

the Nacure of S^-tHie tural Un emp l cy tnen t 

Lec me bei^in bv suggesting a working definition of structural unemployment 
which feder.ii action should seek to attack: It is recurrent or long-duration 
involuncary joblessness which remains when national unemployment has been 
hr>->iiv;hc .IS low as it can be brought without ret r i^j?e r i ng unaccep. able infla- 
ciori: That is, ic is che serious unemployment which remains when Che limits of 
macr^ec-ojioin-ic po-l -ic ies to promote prosperity have been reached. 

As chis ciwimiccee is, - of course, well aware, these limits have crept 
fiircher out iluring the 1970s and 1980s, for a varieCv of reasons not all of 
which are fuMv underscooa: While once economists boldiy targeted four or four 
-ind .1 half p*»rcent as- an achievable unemployment rate, we now meekly speculate 
.ibo.ic one .is hij^h as seven, or even ei«hc percent. 2 wich a national work- 

ror-:o of 105 million, a seven percent unemployment rate translates into some- 
whac more chan seven mi 1 I ion sC rue tural ly unempl byed workers . ^ who are these 
seven million? Among them, who are the three million who have ibined these 
ranks ,is che full employment carget has dfifced upward from Four percent to 
seven percent? 
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Reading Che popular press or watching the eveninR news on television, one 
is imediately confronted by one candidate answer to this question: They are 
dislocated worke rs-^idc aree r , middle class, solid citizens who were formerly 
steadily employed at hi^h wages in such mainstreatn smokestack industries as 
steel and autos but whose jobs have permanently disappeared under the combined 
onslaught of new product ibn technology and foreign compet it ion. Careful 
Stat ist ical -dies suggest that this answer is general ly incorrect . There 
are, of course, several millions of such workers currently on long-term lay off 
from America's manufacturing iridustrles. But there are a number of reasons for 
believing that the vast majority of these are cyclically unemployed, under the 
combined effects of the deepest recession since World War II, a period of real 
interest rates of unprecedented heights, and an overvalued U.S. dollar cutting 
seribuslv into export sales. Manufacturing has provided more than 20 million 
iobs fc r a noHreces s ibnary. American economy for the past several decades, and 
statistical aria ys i s suggests that it will continue to do so for the upcoming 
decade at least My own research has estimated that only approximately 
mo. 000 workers fall in the category of dislocated workers; i.e., those who 
have permanent ly lost ^their jobs due to structural chan ge the economy and 

have joined the ranks of the l.'>ng term unemployed who would remain largely 
untouched by a nat ional economic recovery. ^ This number represents less than 
two percent of the seven million structurally unemployed on whose problems 
these hearings sire focused. They represent an even smaller proportion of the 
population of all persons experiencing labor market distress in the sense of 
either structural unemployment or employment at low-wage, liristable, low oppor- 
tunity jobs. 

Who then are the majority of the structarally unemployed and others 
experiencing labor market distress? "ihe list is familiar to anyone involved 
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with Eeaeral ^ployirient ,ind training programs over the past two decades : 
inrier-citv, minority, feenaf?ed high school dropouts; female single parent 
aepoWaent on public assistance; low skill, low-wage "working poor" adufts, manv 
of them minorities; recent iramiprants, both legal and il legal; and residents of 
stasnanr and declining local areas, rural and urban. ^ These groups stand at 
the end of the hiring queue, hired last as labor markets tighten, let go first 
.is demand slackens , and given fewest opportun ity to advance or to develop 
Skills while employed. As the Cull employment unemployment rate has moved from 
four percent to seven percent, the queue of jobseekers in front of them has 
lengthened. Most of the mainstream midcareer workers on layoff from 
man.ifacturing have moved into the hiring queue ahead of them, rather than 
joinine them in the structurally unemployed end of the queue. 



Tlie Impact of Technologic al Chang e on Q e^upations 

Lest this discussion seem hopelessly old-fash ibried , let me Haseeri to add 
that' I am by no means denying the reality of r<-ipid striict.iral change? in th*. 
American economy of the l^^SOs, New patterns 6{ iht*if nat ional trad«, n^-w 
technology embodied — i^_-produc t a hd IK- pr b^ uc f i o n nr .iic^ae s ^ . and___cMniLLni?_ 



prices and consumer tastes are all appearing with startling and acc« I erat i nvj 
rapidity. In their wake, prbfbiind changes are linderwav in the mix of firms and 
industries :n the economy, in the mix of occupations required to staff these 
firms, and in the mix of skills which define each ocdipation. The notion that 
each of us will work in two of three careers durinK our working lives is 
becomirig a t-eality for more and more of us. But the process by which the^ 
changes occiif is 56th slower and more incremental than is of t en^-pnv i s i oned : and 
the locus of much of thfs change is among the employed. 
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Let me illustrate this general point with some examples froir mahiifactuf- 
ini?. I have already mentioned the ifact that the total number of jobs in 
•n.inuf actur 1 n^ in the United States outside 6F a recession (about 2^ mil I ion 
jobs) has not Jec lined over the past several decades arid appears riot likely to 
ilecline significantly f»ver the next decadei EmpIoymenE iri manufacturinj? has 
only represented a decliriirig prbpbrt idri of all jobs because the service sector 
has >'rown dramaticallv iri the same period (from 47 mil'lion jobs to 65 million 
iobs).^ the Implicatibri of this fact is Chat for most .vrorkers currently on 
layoff from ma riu f ac t ur i rig , there will be ojjpo r t un i t i es to return to 
mariufactiirinR arid no particular need to retrain and to switch careers 
dramatically in middle a^e . 

Orie part icularly we 1 1-publ icized aspect of Che manufacturing etnploymenC 
issue is that of robotics, the replacement of relatively low-skilled mass pro- 
duction workers by "smart machines." Certainly the technol ojjical advances in 
this field are noteworthy, with a projected 30. to UQ percent annual Rrowtri for 
the robot popul at ion engaged in manufacturing .® However, careful estlraates of 
the total job displacement likely to arise from this source are dramatic large- 
Tv~'Tn~tTfeTf~"srnSl Iness , "not" 'ffiel r la r gen ess . The bTst aviTl able estimate, that 
provided by researchers at the W. E. Upjohn Institute Jor Employinerit Research, 
is that robots will directly substitute for between 1(50,000 arid 200,000 workers 
over the decade of the 19flbs. taking the larger of these two figures, this 
est imatft impl ies that 20,000 workers iri maritifacturirrg ' wi 11 face displacement 
each year--two workers but of 10,000 iri the total D.S. work force, two workers 
out of 1 ,000 amorig today's uriemplbyed, arid brie worker^ out of 1,000 among 
today's manufacturing wbrk force. Such figures imply Chat no robot population 
explosion should be blamed .is the primary source of today's unemployment; and 
they impl V that plarihing for massive""" job displ acement in the face of a robot 
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population explosion would 5e an inappropriate national priority in the next 
decade. Even in the automobile industry i where the displacement effect will be 
[arrest, only between six and eleven percent of all operative and laborer jobs 
wilt be displaced by 1990 — displacement at the rate, of one percent of the 
unski' ed worker force or less per year. Given that typical voluntary turnover 
in manufacturing jobs mav run as hiah as 20 or 25 percent a year, such 
displacement can typically be handled by attrition rather than layoff. 

The implementation of robots in the automobile industry also provides an 
interest inR example of the process by which occupations evolve and workers are 
retrained to work with new technology. Several community colleges in the 
Detroit area have created newytwo year training programs in jobotics operations 
and maintenance; aimed at pre-career students and at the unemployed. these 
innovative efforts certainly are worthwhile and will prove valuable in the long 
run. But in the short, tun ^ they have experienced great difficulty in placing 
their graduates. The reason is that as the automobile manufacturers have 
installed robots in Lheir plants, they ai|d their unions have selected high- 
seniority electricians and millwci ^h t s al r ^^idy^ emjjlo yed in the plant, sent theni 
to the robot manufacturers' plants to receive a few weeks' training on the new 
machine, and thus obtained the Erained work force they required with neither 
displacement nor hiring. Similar patterns are observable in office situations, 
where word processing has revolutionized the production process foi- : -oed 
manuscripts. Employers did not lay off thousands of secretaries and hire 
thousands of word processors; rather, generally they invested in the one week's 
formal training (and multiple weeks of experimentation and practice) required 
to retrain their existing staff. 
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These two exampies' .ire representative not bnlv of the preaomihariC process 
bv which the skills of the workforce evolve— via retraining amonR the employed 
ratner than the unemployed. they are also represent at ive of the ma^nit'jdp of 
retraining which is involved; Most new technology involves nut pf existing 
technology, with strong linkages to the previous mode of work, A few davs or a 
week in a classroom, a few weeks or a month of on-the iob "learning by doing" 
are typica I of the level of effort to move a worker from the old to the new. 
Rel at ively few workers 'scrap an exist ing career , return to the cl assroofn for 
months or years, and emerge with an entij;ely new occupation. 

Part of the reason that such incremental learning is suf ficient for keep- 
ing up with changes in the economy is that the job openings which are created 
by new techno 1 ogy do not necessar i I y requi re higher sici H content than more 
traditional jobs; indeed, in many cases, the growing sophistication of the 
machines wi th v»h ich employees are pa i red means that the ski 1 1 level . the job 
itself can be reduced.*' Consider again, for example, the role of the mainte- 
nance worker charged with keeping an assembly line robot in bperatiori. When ah 
arm r> F That r phof p«> f uncx4<mT*-t hc^ma i^i t ena 

assembly I ine and ski 1 1 ful ly diagnose and repair the problems b{ the arm. 
Rather, he simply replaces the arm module with a new one arid probably discards 
rather than repairs the malfunctioning brie.. A similar example .is provided by 
word processing machines which now can coffecL the spelling of badly trained 
typists. 

_ . \ . '. _ _ _ 

A second reason that incremental learnirig- for midcareer workers is gener- 
ally sufficient to meet their retraining needs is the slow rate at which the 
occupational conipbsition of U.S. employment changes. In consequence, most of 
tbday's midcareer workers will have the option of completing their careers in 
the occupations in which they are presently working. 
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In projections of job vacancies between 1980 and I990i che fJ.S. Bureau of 
Labor Scaciscics advises us chac chere will be abouc 700,000 new job openings 
for secretaries; 500,000 for truck drivers; 50(),00U for nurses* aides; and 
500,000 for janitors. In che same era, acccording to che Upjohn Inscicute 
scudy ciced earlier, che number of job open ings creaced in a,i 1 phases of che 
robotics industry — design, manufaccuring , operacions, and maincenance — will be 
between 30,000 and 60,000.^^ New, high tech occupacions may have spec cac ul arl y 
.high percencage growth races — che populacion of robocics cechnicians may be 
^growing ac 500 percenc per year-^buc che cocal number of jobs is very small, 
compared Co che numbers available in cradicional fields. 



the-Impacc of tnc ernac ional trade on American Employmenc 

A sec bnd source of concern over mass ive job d i splacemeot in liberie an 
ihduscry is chac of che "exporc" of /tenerican manufaccuring jobs Co foreign^ 
cbuncries wich lower wage levels. tt is clear chac very high union wage scales 
some c lines more Chan ?20 per hour in cocal corapen5aJJair\.. c.QLaJLs_„fo 



of U.S. market 
trieEals prbduc-* 



with few special skills — have contributed Co chC* rapid loss 
shares in such industries as automobile manufacturing arid basic 
cion. BuC che picCure in U.S. manufaccuring more broadly is ^ar less drama-* 
t ic . ■ 

First , labor costs in much of the U.S. manufacturing have not risen to 
levels which create extreme economic pressure to move jobs atroad or which 



create inordinate profit opportunities for foreign competitors. 



of the major barrierj to employment adjustment by workers laid off from indus 



tries subh as autompbtle manufacturing is that alternative manu 



In fact , one 



facturing jobs 



open to, them in the United States often pay less than half (heir previous 
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I "hie increasing involvement of the U.S. economy in 



internat lonal 
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mcirkeCH will cere c inly exercise a compecicive discipline on U.b. wage level s, 
to keep theni reasonably related to uovU.<*v productivity. But that iriternat ibhal 
competition ui 1 1 not necessarily lead to niassive jd& dislocation because most 
U.S. wa^e levels do not seeni extraordinarily out of line." 

The second reason that the so-cfllled export of jobs heed hot be viewed 
with alarm is chat this process has. beeh going oh for mahy decades and for 
C Hoils.ihd s of prod uc t $ ih Harniohy wi th a growi hg and prosperous America, 
ecohomy . Indeed, it is one of the' wellspri njjs of chat prosperity, as the 
rising incomes of America's trading partners create expanding markets for U.S. 
produc t s , \ 

Economists have recognized for -more Chan twenty years that individual 

J 

manuf ric t ur ing produc t s tend to pass t;h rough a " I i f e eye I e" over t ime and that 
"export:" of manufacturing production 'is a common and efficient later phase of 
that cycle, In the eTrly years of a product's lifetime, when-th"e product is 
being designed, developed, modified, and introduced to its. market, the^work 
--reqtiTrett--on^- -the — product-— — targ^elT — mmsc a rTd a r d — anrf~^5kxl'i -4TirensTve*;^ — rt — rs~ 
therefore efficient to perform this work with a comparatively high-skill, 
high wage work force such as Is found in the United States. Once the product 
has become standardized and when a mass market has been developed, competition 
in the product focuses r!bre and more on the costs of production; and these 
costs can often be reduced by shifting the work to a lower-wage, lower-skill 
labor force, often in a newly ind ust r i al i zi njs; nation such as Taiwan or 
Singapore; 

The Amer ican economy has experienced this eye I e over ^nd over , for 
thousands of products and millions of jobs,, over many decades. Today Che 
product involved may be basic steel — or Atari computers; a decade ago, it was 
consumer electronics; and several dec ades be f ore that, it was shoes and textile 
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gray goods. The tiiovenieric overseas of the produce ion of a parcicular produce is 
not fatal to the American economy or che living scaridarcl s of the American work 
force, as evidenced By the fact that the decades whiph have seeri this inovement 
have also seen pfosp»?riCy; rising I i vine standards, arid a rapid expansion of 
£ he Ame rican work force; Tf the wellspririgs of research, devel oprrierit , arid 
innovation generiting new products <ic the "frorit end" of their life cycles we re 
to Arw up, then the American economy would Be iri trouBIe; but trouble is not 
si;»nal»:d by che "graduation" of products in the latter stages of their cycles, 
ev«?n products which have become a familiar pirt of Ehe Ainericari ecoridmic 
I andscape . 

^^*vt^n_Pr"PPs.i 1 s _f o r Add ress i ng Structural Unemployment 
and Enhancing National Productivity . 

The upshot of the picture which I have presented is that the structural 
urieinpl oyment problem facing the United States today exhibits considerable 
conti'nuity with that experienced in the past decades,' rather than representing 
.1 new phenomenon generated by revolutionary shifts in the American economic 
system or economic environment.' In the 1980s, just as in che 1970s, the 
primary problem we must solve in terms of structural unemplojrraent is: How do 
we e nhance th e ' labor mark e t opportuniti e s of citizens with seri ous labor market 
handicaps ( /^"d th e full e mploym e nt of th e e ntire labor force) wi t-hoot 
tr it^Ke^in^ un jcGe^pyt-ab-i-e — i n f I a c-i-efv ? 

I will now present seven pro po sals for fed era 1 fmpl oyment and tra i n ing 
initiatives which, t believe,, can significantly promote this elusive goal. 
'\ach respond s to the f act s about the American economy and economic change which 
T set Forth earlier iri this statement. Each is careful !y targeted at the 
speci.1l problems of citizens with serious labor market haridicaps. And each is 
designed to be cost-effective and ef f i c i ericy -prompt iri^-> -ecoriomi ca lly justified 
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—in Che sense of recurning more Co cbe nacion in Eerms of economic 

«> ■ 

produccivicy Chan ic asks society Co invesc . 

Prgpgggl Qngj Re_invesc_ in_Tradi clonal EniployTnenc and 
Training Iniciacives for che Disadvancaged , ~ 

Throughout this Cescimony* I have emphasized chac the vast reajoricy of the 

scruccurally unempLoyed .in che L980s are disadvtncaged workers, noc disLocaCed 

workers . Ic che re fore fol lows chac che highesc prior icy for federal erapl jymenc 

and craining iniciacives Co reduce scruccuraL unempl oyraenc shoaLd be ~on 

programs cargeced on che popuLac ion of d i sad vane aged youch and aduL c s . These 

persons are che target group of raosc federal eraploymenc and craining programs 

of che pasc cwency years, and chey are the cargec group for Tide II of che new 

-Job training Parcnership Acc , 

During che past cwenCy years of programs for che disadvancaged , che Uniced 

Scaces has developed very ef fecc ive and cose -ef fee c ive models for deL ivering 

services cb chese persons. To cice our well known example, che Job Corps 

provides job skill craining* remeaial basic educacion^ and comprehensive 

suppbrc ive services Co poor, unempLoyed , ouc -of-schoo 1 youch aged sixceen Co • 

cwency-bne. Careful evaluac ibns of chis program show chat for every dol lar 

invesced in chese effbrcs, sbciecy gees back $1.45 in increased etnpLoytnenc and 

oucpuc and reduced crime and welfare dependency . Ocher programs---such as 

"Supporced Work" for older wornen on public assiscance and classroom skill 

craining for adults — also curn in pbsicive beriefic-cosc ratios I Arid yec iri che 

pasc cwo years, che budgetary resources available cb implemeri^c chv>se successful 

programs have been sharply attacked and, vn many cases, reduced; Reinvescnient 

in chese accivicies chrough expansion of their available budgets will directly 

address che main see of problems of scructural unetiipl oy herit . rCqually 



ifflporcanc. in an era of atringenc government budgets, Ehey witt n5re than pay 
their own way; and in f.n era which f^phasizes product iv iCy and growth, chey add 
to our product iv^ workforce rather than our dependent poputatioh. 

?rQgQggL?ygi_ S^nand Ped^ral Ef forts_ c o 
Upgrade Educac ion^.l Investment in Youth . 

A second high priority target group for efforts to .^educt sEfuCEural 

unenpl oynent is youth, che next generation of workers. 

Here the federal responsibility starts with Che problems of d i s^idvar^ aged 

youth, who require renewed efforts to prevent school dropouts and to upgrade 

the qual ity of educat ion received by inner-city school students . Th* Youth 

Incentive Entitlement Pilot Project (YIEPP) of the Carter Administration 

provides one apparently effect ive raechan isra for che former, and "Chapter I'' 

crifflpensatory educat ion programs do so for the latter. Agcin, we 1 I -developed , 

cost-effective program models exist; we know how to attack che problem, it 

— yiven a dequa t e re sou r ces. — ■- 

In the case of youth, howev* , the need for new nat ional invest rpeaJL- in 

human re urces extends beyond che disadvantaged population to encompass the 

ahtire next: generation of workers. Earlier in this statement, I have 

.emphasized that the pace of occupational evolution in the economy is 

sufficiently stow chac most currehc adiilt workers can compl*»re their working 

lives within their current occupations, arid radst ecbhbmic dislbcacibn can be 

absorbed by attrition. But the next generation of labor market entrants will 

find relatively few opportunities to follow their parent s' --foot steps in 

traditional manufacturing jobs. The children of blue-collar mill workers miist 

be counseled and assisted to cone inue their educat ion beyond high school , to 

obtain technician skills in community colleges and nost -secondary vocational 
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'ichoc)ls or professional or tranageriai sk i 1 1 .«? in colleges and universities. 
»=:xpariaed pK>^»r<ims nf uratjts and loans for post -secondary education '^uld be one 
useful srep. RetarRecinflf of most resou'-ces under Che Vocational "ducation Act 
from s»?c6nHary schools t) pbsr secondary schools" would be anothpt.''" In 
this way, the gradually shiftinR occapitional c-impos i 1 1 on ojf the economy can be 
accoTiiuod/iced in ^ relatively smooth i n t e rj^erie rat iona 1 fashi<^n. 

Pr f>PosaI Three: Kncou^.ige r;roate^ Training by Employers for the E-inp^ey^ . 

An-»»'hpr point jHich 1 have emphasized in this statement is that most of 
t he updat i ng of sk i 1 I wh ich is requ i red by economic and trfchno I og ica 1 change 
takes place in a continuous flow of small-scale retraining aribng the etuployed 
ruLl.pr than in long-duration back-to-t he-c less ro^m^-fi^peM s anibng the unemployed. 
The Amnrican Soc i-ty for Training ana Development est imates that annual 
expenditures by private employers on employee training EbEals S30 to S50 
billion per year.^^ or some ten times Urger than the sc aJLe ._af _theL_etiC-i re Jot- 
Training Partnership ^ct . 

And yet, large as this number is, ^there is reason to believe that it is 
stilt less than ihr socially optimal level of investment for the American 
economy and the American people. Due to the presence of what economists refer 
to as "private market failures," the American private sector acting alone 
lersistehtly underinvests in the skills needed by its own work force. These 
mark'?t -ailun's hamper both investment by employers in training their current 
employers and employees' i.ivesCment in training themse i ves . 20 

In the case of employers, investment in worker training, like any other 
invfcsEmeht decision, fs decided upon in terms that return on this investment. 
When workers a-e fr*»e Co mov*^ from company to company, it ib risky for an 
employer to «pend thousands arid thousands of db.lars give a worker a skill 
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in ^reat Jt?Sana , h^CaiiBe that firrn's competitor will try to hire that worker 
,iway when his train ihg is complete. When all employers together react to this 
fact, we get a situation where everyone needs a sic L 1 1 ed 1 abor pool but nb55dy 
wi I I pay for if . 

As for ^-niployees, we do see a great deal of sil f-investment by workers. 
When a high school graduate goes to col lege, or v^en ybO or I take a job 
^lespite a low wage but "because it is goud experience," that is precisely what 
is going on. But again the presence of several deficiencies 5f the private 
market for training suggest that the amount of this investment is leas than 
optimal. First, bouts of formal midcareer ret raining : reqiii re a cash flow, both 
to pay for the instruction itself and to support the ^brker arid his or her 
family while the training is prociiding. .this cari 5e a particular problem if 
the worker wishes to undertake retraining when uriemptbyed, when cash flow is 
tightest. Second, because formal midcareer training is very^ expensive, 
' individuals may be reluctant to uridertake sach a sizeable investment when there 
is no certainty that it will pay off. And finally, there is a problem of 
information: Individuals may riot be well enough informed about trends in the 
labor. market to pick the right field iri which to be trained. 

The training gap betWeeri whaC the private sector is currently providing 
and the ever- iric rea§ I rig training needs of society can be effectively Addressed 
by a new federal initiative. A model for this federal action can be found in 
the French experierice. Since 1971, the French have operated a nat iorial system 
for firiaricirig worker training ^^ich creates an effective publ ic-privaEe 
partnership to address exactly the prolsl ems out 1 i ned . 

The key element of the system is v^at the Frerich refer Co as an 
"obligation to spend." enforced by a payroll tax if that obligaEibn is not 
met. Each employer of ten or more emplbyees has, by law, an obligation to 
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expend an amount ^qual I. I of its total wai?e bill on maintainin'^ and 

expanc'inc; the skill level of the French labor force. If the firm chooses to 
train its own workers and spend j at least the I. I percent ininimum, then its 
obligations are discharged. Or the firm may meet the requirement by 
participating in and financially supoortin^ an industry-wide training fund 
( usua It V ope rated cooper at ivel y between ^^pl cyers ' associatio;ns and t rade 
unions). Or the firm may donate the funds to a- t?overnment training center. 
But the firm might as we 11 spend on one of these forms of training, because if 
it fa lis to meet its obligations to spend, then the unspent balance of the I. I 
percent is due to the government as a payrol 1 tax . And the experience in 
France is that employer investment in trainini; has expanded significantly and 
steadily in response to the tax, particularly among smaller firms 'jhere the 
tendency to underinvest is most pronounced.-^ 

One of the advaht ages of such an approach is its flexibility arid 
decentralization of decis ibhiijak ihg . Funds may be used fo r prevent ive training 
(to avoid layoffs By retraining workers for new products and processes) , for 
the training of newly hired workers (including apprentices), for occupational 
advancement of workers; for the maintenance of old sk tl-ls , or the acqutsit'ton 
of new ones . No vast anount s of money flow into and out of the pub I ic 
c rrasury r and no government central plans or decisions cons train what a firm 
may do . Yet each firm has a profit incentive to use its training resources 
WL sel y , and all firms together are requi red to maintain .a high level of 
sustained investment in the French workforce. 

Such a system could b6 adapted in the United States, either directly or 
through one of several incremental strategies. i>ie of the incremental 
strategies woul d involve reprog ramming for tra ining purposes some of ':he 
payrbl I tax fund al ready col lected for unernpl bynieht insurance \ The ist !.te of 
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California has taken a Rtep in this direction by reducing its payroll tax for 
unemployment insurance by one-centh of one percent' and creating a new payroll 
tax in the same amount for worker retraining and other adjustment prog rams. 
Another incremental approach would be to impose Ehis obligation to train 
initially on the defense industry, where government purchases already create 
both a prosperous growth period and a &a3is for federal ihEervenC ion . Chairman 
St, Cerniain of the House Banking CoTmnictee has r'ecericly introduced proposals to 
this effect in discussions of the proposed Defense Industrial Base 
Revital Izacion Act, 

The approach Jjraposed here cont rasts in important ways with some other 
proposals which have 'been set forth rec'ently also seeking to increase the level 
of training of the American workforce. The approach of the Individual Training 
Account (TTA) i« perhaps the most wi<iely discussed of these '.'22 j have a number 
of ifficgtties with rhe TTA approach, but the most basic one is that'ft' is 
oriented toward after-dislocation, I Qng-durat ion , change-of-caree r retraining 
of tjW unemployed, father than toward the preventive, continuous, incremental 
training of the emp^loyed which i s^ emphasized here . Rei ated ly , (t bypasses the 
employer role in forecasting training needs and places a heavy burden* of career 
planning on blue cottar workers who more traditionally adapt their skills to 
their employers' needs rather than make such decisions themselves. The French 
approach seeks to avoid both of these difficulties, as well as avoiding the 
potentially huge increases in the federal budgets which an ITA system might 
involve. In a typical year, one worker in eight in the French labor force 
receives some training, and the average amount of draining is tifty-fiv€ hours. 
That is precisely the pattern of investment which needs to be promoted in the 
United St.-ites, 



Proposal Fo'jt-; -EataSIish an Entitlerbeoc Program 

for Retraining FuhctiboaUy Illicerate Unemployed Adults . 

Another situation in which bccupatibhal retraining is dominated by 

employer-provided training for the etnplbyed is fbund when firms expand their 

labor force and hire large numbers bf raw, uhski Med trainees which they then 

train for their specific requi remenCs . 

This process creates many opportunities fbr the reeniplbyraent bf dislocated 

workers . without; specific job skills. However, a jbbseeker wilt typically be 

left hehind in this uptake if he is not functibhally liCerate and training 

ready. This certainly is one reason many disadvantaged workers have difficulty 

getting hired in there situations. But it is a key problem for many dislocated 

workers as wel 1 . Hy own empirical research on dislocated workers nationwide 

suggested that about one-third do not posses, a high school diploma, and 

perhaps another one-third possess a diploma but cannot read, write, compute^ or 

reason at the skill level promised by that c redent ial . 23 Functional 

i 1 1 i teraten do not make safe , flexible , product ive , or eas i I y-t ra ined 

employees; that » rather, than their lack of specific job skills, is often **hat 

screens them but bf job opportunities. 

If the feaeral gbverhraent wishes to utilize its rnodest-scate training 

resources wisely, one of the places it will cbncentrate then is oh this probtem 

of funct ional il literacy — bri prbvidihg the prerequisites for sk i 1 1 training 

rather than on skill training itself. That Way, public monies will complement, 

rather than substitute for, the large volume of private industry skill training 

available to training-ready individuals. 

Some federal money (approximately $91 million in FY 1982) is already being 

granted to states on a formula basis to provide adult education. But a far 

. larger and bolder initiative is required. I propose that the federal 
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government (through (grants Co states) would make a learning oppdreariicy 

available to every unemployed worker who either does not possess a hi^h school 

diploma or \jUo cannot currently function at the skill level the diploma 

iraplius. This offer should, t believe, include two elements: 

o The availability of an adult school —t u it ion free, 
locat ionai iy accessible, and designed to serve 
raidcareer ndults who are often not comfortable in 
a traditioiial cl ass room se 1 1 ing ; and 

o an income maintenance stipend, at the level offered 
.by^ unemployment compensation, whi.le receiving this 
training. 

In the short run, this program would asefaily occupy the time of currently 
uns'mployed ii)dividuals v-hile providing Chera with survival income during their 
unempioyment . It would functi5n cbQnCe rcyc I ic a 1 1 y , in the sense that more 
persons t^ould be eligible during periods of high unemployment and a higher 
proportion of ^Mgibles woQld accept the offer during such periods. More 
importantly, the program would represent a sound investment in building the 
skill levels of the American workforce, particularly among the segments of the 
-v#ofkfi5rce (both disadvantaged and dislocated) which are the special objects of 



<»bverriment attention: The investment would pay off well in the long run both 
in "terms of assisting employers by .increasing the pool of attractive ^ployees 
and in terms of reducing government public assistance and unemployment 
compensation costs. 

Pro posal Pivej: _ Proy ide_Tra in ing t-o Disloca ^^ 
Workers in Job Search and Ca reeir-Managemefrtr ^ 

While publicly-provided skill training is, as I have emphasized throughout 

this stateme.1t. not a promising place for use of public resoiirces in the 

reemployment of the majority of dislocated workers, assistance and training in 

Che job search p roc e ss probably is a useful public role. "niere is, of course, 
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wide variat ion mong di& located workers ; as in any large popul at iori , in the 
I eve I of job search sk i I Is and resources wh ich ind ividual s possess . But a 
substantial proportion of sixh workers have; prior to becoming dislocated, 
enjoyed long tenure with one empl oyer . The ir job search sk i 1 1 s , which may 
never have been extensive, are therefore often rusty from disuse. They have 
not within recent memory been faced with the challenges of writing a resume, ^ 
present ing themselves in job interviews , thinking through the transferabil ity 
of their past job skills to a different occupation or industry; or searching 

for jobs not publicly listed. Additionally, the experienc^e of becoming 

\ 

unemploye<I after an extended period of job stability is emotionally traumatic 
for many workers, making various forms of encouragement potentially important 
in overcoming lethargy . Finally, of course , many dislocated workers become 
unemployed as part of plant closures or mass layoffs or in a locale of general 
economic dec line. In such circumstances , run-of-t he-mil 1 types of job search 
approaches — such as asking friends and relatives or checking for postings at 
local plant gates — may be inadequate, whereas they might have sufficed in more 
f avbrab lecircumstances. 
~' ?5ne current ly-fashibnable mode for providing transition services which 

addresses these problems is the "job club."^^ A job club is a temporary 
alliance of job seekers who meet regularly to provide aid and mutual 
re ihf brcenierit to each individual *s job search^ The operating mode of a job 
club typically includes the fbllowlrig elements:- 
o A membership of ;ho more fhari 25; 

o Regular meetings for _ substant ial amounts of time (e.g., half a day 
three t imes per week) ; 

o Expl icit _ training. on speci f ic job search and se I f-presentat ion ski 1 1 s 
??_•» _ resume writ ing, _ interview techn iques ) ; . extrns ive use of 
practical exercises and role-playing in this training; 

o Proviiion pfjob search mater ia I s _ and facilities (newspaper want ads, 
telephones) for actual job-seeking during the meetings; and 
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o An atmosphere of peer pressure and support for a sustained level of 
search ac t i v i ty . 



in short, the job club is a mechanism for encouraging and assistinj; individuals 
to work hard and effectively in niakihg their own reemployment transitions; they 
do not operate on the principle of a Formal labor niaricet intermediary 
institution findini; jobs for them. \ 

Such an .ipproach tends to be cost-effective both because it costs 
relatively little per client served (perhaps $700 b^^^sb) arid because it 
provides only the relatively minimal level of transit ibn^ assistance many 
dislocated workers require, Spbhsbrship of job clubs or similar relatively 
i hex peris ive job search training niechah isiiis is one use fu I way Co expend fund s to 
be niade available under JTPA Title IIK The Downriver Community Conference 
deiijohst r at ion program, which for several years has been providing reemployment 
assistance to workers laid off from the Detroit-area automobile and automobile- 
related inaastries, offers one example of such seri^ices peing skillfully and 
effectively provided. 



Proposal Six; Target. JPTA Title IIL _ 
Resources towa rd Providing ghprt-Term 

Ass ist ance _Teanis f or Cpmnun 1 1 ies 

Expe r ienc i ng I a rge-sc a I e Empl oyoient Dislocation 

While I have emphasized in this testimony the relatively slow pace and 

incremental nature of economic change, it must also be recognized that some of 

this change occurs in a "lumpy" fashion when viewed from the local perspective 

— in the fonn of a mass layoff or large-scale plant closure v*iich may destroy 

overnight the economic base of a community. Earlier, I spoke of about 100,000 

dislocated workers a year who permanently lose their jobs and and will not be 

readily reemployed even in an economy of nationwide Full eniplbyrnent. The 

majority of these workers will have lost their jobs as part of such lafge-scle 

layoffs or plant c).osures» and the majority of them live in ebmraunities in 




economic crisis Hiich -in Flint, Youimstown , Buffaloi or Detroit ;26 what shduid 
the federal government do to /^id thesr? structural ly unemployed worlcers arid 
their connnun i t ies? 

T would propose that such assistance be provided by a new special federal 

institution designed to provide large-scale, rapid, flexible, short-tenh 

assistance to "crisis locales" in the wake of such economic disasters. This 

institution should be tiodeled on an innovative Canadian governraent agency 

called the Manpower Consultative Service (MCS). The operations of the MCS can 

be briefly described as fotlows:^^ 

b When a plant shutdown or mass layoff situation arises, the^MCS becomes 
1"^^°^^®^ ^^^'^^^^^''y ?«"P°r^rA^y i«'8.'» fpr a six rapnth_to_twelve 

"^^us, it supplements established local labor market 
institutions at a time of peak demand. 

n ^^S'^ ""fJof '■o^e Js that of coord i nat i ng , fac i t it at jng , and encouraging 
the mobilization of local resources, primarily those of local employers 
aiid local unions^ into a committee . It brings in a modest amount of 
matching funds for admin ist rat ive. expenses and the services oif a case 
officer, but . local government and private retsources must jlso be 
cont ributed 1 

o All workers involved iij the job reduction are contacted to see if 

— empl oym ent ass i 3£anc e^i 3. d e s tre d ^.^.(Ty plciaLLy.^.0^f> rri^nt - ceg^po ruU 

'"^tfinnirt lyeTyTl Each individual expressing interest in then / 
interviewed individually to dee.ennirie the most appropriate form of ' 
assistance. 

° Those worl^ers who_oeed_or desire career counseling, training in job 

search skillSj^ retrainings or. rel ocat ion assisfahce are referred to the 
Canadian equivalent of the Job Service for such assistance. 

o The major foTO of assistance provided to_ra^ worke rs-^some 64 percent' 
_c^*«s--is dir^t placement assistance. Here^ the key role which 
^h® ^^?.^ and local committee piay is to_bring_into the open jobs [_ in ihe 
"hv*^**®" 1'^!?°'^ "'fl^'^et" (i.e., those jobs which are typica 1 ly f i 1 led by 
word of mouth). , \' 

As i would envision something like the MCS in operation in the United 

States, it vrould copy some aspects of the Canadian approach and modify others. 

For one th Lng , U.S. Job Service is not general ly equipped to prov ide career 

counseling or training in job search skills. therefore, an MCS -1 ike agency 
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would have Co txrinl; in the nece88.ary skills and resoitrces. Second^ I would see 
an MCS-like intervene ion being triggered not only by a mass layoff or plant 
closing but also by long-term- regional decline or persistent unemployment. 
Third, I would open these services to all persons in the labor force in a 
locale, not just those di rec tly affected by a I ay off; this is because all job 
seekers in a labor market have increased difficulty finding jobs following a 
I ayof f because of the inc reased compet i t ion from those laid of f . Fina I I y , for 
th^ reasons discus sed eaUier In this statement , t wou Id emphas ize job 
placement, job devclopnient , ind job search training and generally preclude 
pub 1 ic ly funded ski I I retraining . Along ch these mod if icat ions , however, I 
would preserve other aspects of the MCS approach: its role as d supplementer 
of existing services on a shbrt-term basis, its taitorihg of services of the 
needs of eacti individual wbrfcer, its tiohbureauc rat ic style of operating, and 
its emphasis on mobilizing and enhancing local resources. 

tti His budget proposals for Fiscal Year 1984 , Pre s id en t Reagan has asked 

theititle addressing Che needs of dislocated workers. This level of funding is 
designed to support services to about -90,000 workers. In light of my estimates 

of the size of the dislocated workers problem, I would conclude that this order 

\ _ _ - 

of magnitude of funding seems appropriate both for next year ind for the years 

fol lowing--prov ided that the money is targeted and expended in the manner which 

I have <:jgges ted. Currently, Title III monies are allocated to all fifty 

states on a formula basis, rather than reserved for "communities in crisis" 

which are primarily located in Northeasr "^nd Midwest. Much of the Title ttl 

money will be spent by states on permanent, ongoing programs, rather than 

short-teni intervention, and on skill retraining rather than placetnent. These 

policies should be changed. But once they are ■ iariged, the order of tiiagniCude 

1 ■ : 

i 

1 

. • ■ ! 
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of resourctjs proposed see'ns approkimaceiy matched to the magnitude of the 

I 

problem. 



Proposal Seven : Mod i fy Fed era 1 Policies to 
Encourage Workers Who Self-Select to Seek Retraining , 

While I have emphasized throughout this staCenieitC that most midcareer 

workers will riot and should riot 5e thinking in ternis of dramatic shifts of 

c areers and extensive occupational retooling, a minority of such wor«ce rs can 



and should be making that sort of investment. In the Ford-'Mited Auto Workers 
program of assistance to displaced auto workers, for example, nearly 100,000 
I a id -of f empl oyees were eligible Jor tuition assistance for retraining at 
community colleges or four year colleges and universities; about 2,700 persons 
out of the 100,000 took up Che offer. Typically, these are workers who have 



the motivation and the ability to be comfortable in a classroom necessary to 



make good use of these learning opportunities. Federal policy should encourage 
and _f ac;ri a t e _t h e. ^ .gg,t,i^i?-i^^ <^'f— SJxxS:,zXSAiJxing,rJC.&^y mi-noj ix.vL— ^wh il e.... ,aaL..-. 

expecting that other, far .nore numerous unemployed not so situated should join 

■ i 

them. ! 

Two current federal policies ' in particular should , be singled out as ' 

creating barriers to sel f-selecteci worker retrairiiiig; each of these barriers 

applies to a different subgroap of workers: 

o Rec ipiehEs of UriempIoymen£ ComperisaE iori ■ - Tri mbsE states. of the nation 
except California, uriemptoymeriE coroperisaE £ori is available ority to_those 
workers who are "available for work," and a person enrolled in a futt- 
t ime training is judged not avail'able. An unemployed individual _ _ 
interested in training for a new occupat ion e ither must, wait until his 
unemployment _ compensat ion eligibility, is exhausted , or he must give _ up 
the wage replacement income on which he is depending.. Understandably, 
t his_ situat ion reduces Qr delays _ the _part ic ipat ion of many workers in 

t raining, wh ich_wpuld .material ly ass ist _t he ir .reemployment ^ _ It is 

i ronic --and .tragic --for examplcj that wh ile some 17 percent of employed 
adults engage in adult education each year, only 11 percent of 
unemployed adults do so. 
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o Feaerat Tax Payera . The federal personal income cax_ allows _an__ 

Individual to deduct educaC iorial expenses . if they are related, to his 
curreiti occiipaCibri biit not if they prepare hiiti for. a new occupation . 
In light of the occupat iohal eransi'ions which sorne individuals will 
;wish Co make; this rul^ seems neither ecjuitable nor efficient. 



Cone tus ion . 



In conclusion, Mr. Chairman^ X would summarize ray discussion this raorning 
as f o 1 1 ows : 

o First j_ long-terra St ructur a I unemployment has risen in the United St at es 
oyer_the _l97p3_and 1980s. .However, its origins and nature have changed 
relatively little^__lc is still primarily a problem of disadvantaged 
workers r not dislocated ones. 

o In consequence, there is little basis for anticipating that the federal 
government will be required to spend billions of dollars on retraining 
assistance to dislocated workers over the upcoming years, the number 
of such workers is probably on the order of 100,000 or so a year, not 
millions^ funding of the Job Training Partnership Act's Title III at 
about $240 million per year seems approximately to cover the problem; 
and those funds should be spent primarily on relatively cheap and 
short-terra forms of assiTitance — such as short -terra placement- oriented 
assistance to severly impacted cdmmunit ies , rather than oh. permanent 
programs offering extensive and expensive worker -skilL- training. - The ^ 
^^Y4%h^s^£^c±fyr±t:y==£i^^ i d 1— i i tyes tmerir— i rf^emp I oyne n €^"3113^ ~- " " 

training programs such as those under the Job Training ParCnership AcE 
should be in Title II — that for disadyahtaged workers. 

b the most fruitful approach to retraididg midcareef workers to keep up 
with changing times is to 'expand Eraining through_ employers^ Midcareer 
training is largely a niatEer for Ehe employed, rather Chan the _ 
unemployed; and ie is largely a matCer of a cont inyous s-tream.of .small- 
scale Eraining acEivities, rather than of large-scale retooling for an 
entirely new career. 

o Important opportunities exist for the newfederal initiatives to attach 
the problems of _ long-term structural unemployment and simultaneously to 
enhance na_tional_productivity_jnd_ intern at ional compet it iyeness . These 
incl ude_new incent iyes_ to raise the overall level of t raining by 
American ind us try --perhaps modeled o _a__Er®"*^*'__ _^?'.'^..^^Mt.^on ; new 
initiative8_ to teach job search tech to dislocated , wprkers , new, 

f 1 e X i b 1 e i ns t i t ut ions f o r sho rt - 1 e rra as s i s t a nc e t o 1 oc a 1 1 ab o r ma rk e t a 
in di8tre8s--perhaps modeled on a Canadian idea; reforms of certain 
"anti-training" provisions of the federal income tax and uneraployraent 
insurance program; and establishment of a new effort to provide pre- 
training basic literary skills to the adult unemployed. At the same 

time, renewed investment in existing federal training programs for 

disadvantaged adults and disadvantaged nond isadvant aged youth can 

contribute effectively to national economic and social objectives. 
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Through such accions, loing-cenn scrticcural lineniployrnenc can be reduced arid 
nacional product Lv Icy air* inbernac ibrial cbropec it iveriess can Be s Ifnul c aheous ly 
enhanced. FOOTNOTES 



^ Op i n 1 o ns _ ex p_res sed_ in _ c h i s _s c a c emen c_ are. _niy own _a_nd_ do_ _np_C_ necessarily 
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^^See Hunt .iri«1 Hunt ; p : c i £ : 

.^^Fof example, according cHe -U^S» Bureau of Labor Sc aC.isC ic s (reporcing 
in EmtlbymehE arid Earrii-h^- , May. 1983), Che average hourly wa^e- in U^S. 
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LegisI.TLure of the Commonweai th of Pennsylvania. March 9, 1983. 

■ J'^See Marc Bend ick , Jr . , "Employment , Training, and .Econpmic pevelopmentj" 
in John L. Palmer and Isabel V, Sawhill (eds.). Th e Rea gatr — Experiment 
(Washington, D.C: the Urban Ins t i tut e , 1 982 ) , p. 260. 

^^See Manuel de la Puente and Marc Bendick, Jr., Em p loy m ent and T r ai nfng^ 
P-rog^ra ms for Migrant and R e fug ee Youth (Washington, D.C; The Urban Institute, 
1983), and Robert Taggart , A Fish e rman's Guid e , An Ass e ssm e n t— o f Training a nd^ 
Remediation — Strat e gi es^ (Kalamazoo, ^Al: The W.E. Upjohn Inst i tut e for 
Employment Research, 1981). 

^^See National Commission for Employment Policy, T^e — Fe d e ra 1 Ro 1 e in 



Vbcatibri'al Education; Sponsored Research (Washington, D.C: The Commi ss ion , 
\^8\). ' 

l^See Arithoriy P. Carrievale- and Harold . Go Id^te iri , Employee Tfairiirig; Its 
Chahgirig Role arid ari - Arialys i s - of - New Data (Wash irig tori , D . C ^ ; /taier ic ari Sbc i ety 
for -Tra iri irig arid Developmerit, 1983, 

20pQj, a niore forma I _d i sc uss iori of__the theory of -humari capital irivestraerit 

underlying this market failure^ sjee Marc Beridic'*, Jr., arid Mary Lou. Eg ari. 

Recycling America's Workers :_ Pub lie and Pri vate __apprb aches Eb Midcareer 
Retraining (Washington, D.C; The Urban Institute. 1982) : • 
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2^For more on the French systeiii, see Marc Beridick, Jr., Dislocated Workers 
and Midcareer Retraining in Other thdus trial Nations (Was h ingtbh | D . C . : The 
Urban Institute, 1983), and Behdick and Eg'n, op_^ c i t . 

22on ItA's, See Pat Choate, Retooling the Amferican Work Force (Wash ingtbh, 
D.C. : Northeast-Northwest Institute , 1982) : 

2 3see Behdick and Devihe, oj^. c i t ■ 

?^Mahy midcareer blue collar workers have re-latively- liC'tle r4>ceht 
experience in a classroom, and they may never. iiaye^Beeh corafortab le . wi th a 
school set t ihg- even - when yoiihg . Hie re £5 re , programs o£- midcareer 

re£ raining heed to adopt spec £ at traihihg techniques and to devel op "hoJischob I-* 
I ike" atraosphe res to . ae rve adul & learhers _ ef fee t iVely , For . |Qme .ideaS — on 
adaptihg to the tearhihg heedfi of. aduIE workers,, see Marc Bend xck , . Jr . , "The 
Swedish 'Active Labor MarketV Approach to. Reemptbying Workers. Dislocated by 
Economic Change," Journal of Health and Human Resources Administration , 
forthcoming 1983. 

2 5For a discussion of and how placement assistance and job search 

training are e_f f ec t ive . ^onns. of assist^ance. for . di spl aced. %rorkers,_see Marc 
.Qendick, Jr., GoveT.ment * s -Role. int.he-Job Transitions, of America's Dislocated 
Workers , Testimony befo re the .Commit tee ..pn _ Science and Te chnol og^y , U. S . .House 
^_oJL_Rfi.prese n t at i ves^ ^ J.unfi,_£*_i98 3 .-*...and _Marc__ JendicX^ ^ru.^!.' l^e. Jtqle .of .^ub.l igLi 
Programs and Private Markets...," o^. c it . 

26pQ J. Stat ist ical evidence that j'es idence in sjjch locales is associated 
with .lpng-t_eira_ unemployment , _ J5ee__14arc Bend_icX» _ jJjL- » ."The Role of Public 
Programs and__P_rivate Markets in ReerapJ^oying Displaced Workes t^" Policy Studies 
Review (may 1983), pp. 715-733; and Bend Ick and Devine, op. cit. 

2 7s e e _Ma r c B e nd i c kj J r ^ j Dislocated Workers and Midcareer ,Re^Tjj"1^8_lP 

Qther__Ind us trial .Nations^ op^ cit^j PP.-.__l_P~l_3»__MichaeJ _Cv _Barth and^ Fr 
Reisner^ Woj-ker _A4.1"S.tinejit to Plant Shutdowns and Mass Layoffs (Washington , 
D.C. : IC F In c . , __l 98 1 ) .;_ a pd Willi am B a 1 1 , "Can ad a ' s_ Good Ex am p 1 e wi t h Displaced 
Workers," Harvard Business Review (July-August 1983). 
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Kepresehtatiyo LuNonK^^ 
- No\v we wx)uld like to liear from Mr. Marvin Getron, president of 
Forecasting International. 

STATEMENT_OF_MARVIN_J._CET^ PKESIDENT , FORECASTIN& 
INTERNATIONAL, ITD., ARLINGTON, VA. 

Mr. Setrox. I am going to differ with the last statement. Obvipuslyj 
we have 1.2 millibh people Svhd will never get called back again ^ for 
jobs. The bulk of tlieiu are in automobiles, steel, railroads^ textiles, 
arid rUbberj 800,000 because of automation, robotics, computer- 
aided design, computer-aided manufacturihg, flexible hiariufacturirig 
systems. 

It is going to get worse, not better, because the cost of robots in 
gerieral iri 1980 Sviis $150,000, at the eud of 1982 it is $102,060,^ they are 
going down to $35,(KM5 by 1985, and less than $5,000 by 1990 arid _re- 
placiBS six workers if ydu use it aroimd the clock. That is less than the 
medical cost of the fringe benefit package of ah automobile worker. 
So we have got a majoivpi-oblem rig^ 

Do not give nie this business about UAW a nickelvari-hqur bu 
That sounds fine on paper. '^^Tiat they did, GeneiJil Motors, with con- 
sultation with the unions at .the end of last }:ear arid last December 
when it came to Christmas, took $306 for every unemployed worker, 
said now you can go buy ybiirself arid your childreri a harii or a turkey 
an4 spend $300 for toys these Idd?^ 

The toys ares now broken, the food ha^ ^eeri eateri. That was one- 
quart4>r to onc4ialf of the training funds, and they took it from the 
training area. So we are ript ium^iri^ ^ni- 
playees. And^o far as t am concemed^that just is not correct, 
; iSecond^ this busiriess abbut the BLS givirig information-Oiit, the 
Bureau cf fcabor Statistics on jobs is absolutely errorieous. They are 
based ori l?7_8_nu^rnbers. Tlie Jobs they talk about in the future will not 
exist. They are not looking into robotics : They do not have a robotic 
tpchriicianl, laser techriiciari^ cbriiputer-aid design techmcian, Lomputer^ 
jiid Jiianufacturing technician, nothing in the area^^f^eriatric social 
w6rker,Jothirig^ in the area of housing rehabUitation technician, haz- 
ardous waste technician, GAT scan reader, PET scan reader. _ 

Wc are talking iri the area almost of 3 million jobs, none of which 
they even are considering and they cannot even report.. What the^are 
puttirig but is GIGOj riot the coiuputer Jingo of garbage in, garbage 
out, but garage in, gospel out, because it has the seal of the Uriited 
States bri it-^arid it is still jUrik. 

The point very simply is we arc even getting burse 
prbblem because as we go — if the educational requirements put out by 
the excellence committee are true arid we are g^^ 

Uiore houi-s, 28 percent more in schooling, 7-hoiTr clays, not 6, 210^ays, 
not 180, this means we get 12 percent more iri the work fbrce. 

That is not ev^n being iionsidered^inyplace else. 

Not only that, the business with the people iri private schbblSj 20 
percent ot the private school people wiio have children in private 
schools today, if they babysit their children fbr 8 hbUrs a day, as we 
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<'A*^^ to JtJie public sector. So you 

Iiavo major prob1pjn.s lip.ro no one is even looking at. - - 

Tri additibh, the biggest bomb we had over the last few. yMrs . has 
bepn the GETA program, the Comprehensive Education and Traiu- 
^^^?„^^t. We spetit billions of dollars^ 60 percent df_which_wa^ used_fgr 
ailministrators, 40 percent of which was used for training. Only 3 per- 
cent of the people got jobs. 

Until 1979 we trained people to.be manoal elevator operators. The 
\mt maniial olovatdr was built by Otis in 1961. We trained people until 
1978 to l)p Linotype bppratons. Thp. last Linotype Huilt waain 1963 hy 
^^^VS^'^^^^^®^ Brooklyn. We have 11^ pepple standi^^ behind 
PjRical character readers that were Linotype operators before, yet we 
trained thes& individuals. _ _ _ 

^ Koaspn; The groups we had, the PIC's as we c&ll them, the private- 
industry cauncils, wereaJbunch of political-industry hacks. They spent 
t^o money Ipcajly bu^ did not want to train people for jobs that would 
pxi.st because it unemployed other people. So the Unions in the local 
jurisdictiphs wast^^ the money. 

The Job Trjiining Partnership Act now says 70 percent of the money 
just used, for trainin^^ Onl;? 15 percent for administration and 15 

percent specifically to get the illiterate-r-and we have inUlion-f 

tipnal illiterates in this couhtiy — up to the stage wl <jre they can be 

trained, _ _ 

J^^o^j the trouble is the same pe^^^ ii^these PIC's are rurinih^ the 
operation— a bunch of political lia&s— who are going to use training 
'*^^*^6y to train j)^^^^ up scHppls^ to take care of menial jobs. 

We have to get people inside and^retrain them for the new jobs. 

As far as j am concerned, the BLS data is wrong. It is ihapprppriate 
even In the area— forgetting the office in the future^ the^ortolace of 
f^lture^ arid the factorjes^Iet us take_a look at the offices. We now 
have machines who can talk, to ^ou^ caa read 6,(6)0 words into- the 
"^/^chirie ; j'OU can then read fpr 2i/£to^ 3 Have done 

that, you can talk to the machine, it will type up 97 percent of what 
you said arid cdi^^^ 

This means one-third of our secretaries will lose jobs by 19§6 — not 
^A^rQ^P That is inappropriate. The BT>S isst ill Jay irig we^need 

more people as bank clerks. We have more little blue machines which 
y^M P^t your money; in and^et your riidriej^put^^ 

coming downstream because by i98t, 5t percent x)f_the homes in^the 
, Ignited Statbs will have interactive cable in theiri. Every cable since 

19T3 has two cables. This is ridiculous. 

The thirij^ Sve are dpirig^a^ Ij^hirik, are a dij^rv^ 

to this country. We are not getting involved with putting enough peo- 
ple irito BLS to get late data. We are riot getting the jobs even beirig 
considered. 

As far as I am coricerried, we are^oirig to have to go back to retrain- 
ing and retraining is going to be a lifelong occupation as well as re- 
education. Sure, some of it will only take 3 to 4 weefe; some may take , 
3 to 4 months. And if everybody goes back and gets retrained every 10 \ 
years and if svg have 45 fjercerit of our spouses both working in 1945j V 
65 percent both working in 1990, and 75 percent both working by the ^ 
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year 2606, you can go back andget recredit. Your wife or your spouse 
can gb back in 10 years, you will go back later on in 10, which means 
every 5 years many will go back. That ddes not increase the structural 
unemployment. Full empldyment will hot be 4.5 percent unemploy- 
ment — Closer ^o 8. Sweden has that right now. 

The point I am trying to bring but is we cahnot just do piecemeal 
pieces to retrain people. There are lots of things that can be done at 
the preseht time. The Job Training Partnership Act specifically says ; 
you can only get, say, computers for training aids if they sre^oing to 
be used for iihempRyed workers. You cannot train kids in high school. 
You are not permitted to train people who have not lost their job yet. 

There is a way of gettihg around the law. Very simply, you train the 
people fron^4 until midnight on these machines^nd you |Jut them in 
the schools. Theref ore, you ^t the Job Training Partnership Act put- 
ting in something like the PLATO computer that can train people to 
be a robot technician, laser techhician, cbmputeir-aid design technic^^ 
hazardous waste disposal^ geriatric social worker. All of thoseJ;hing^ 
are bn the machines hb w^ because General Mbtbrs worked with Cpntrbl 
Data to develop the robotic training program already. If the computer 
chip is putting pebpTe but bf wbrk, we bught to use the computer chip 
to put them back to worlc 

In addition to this, if you used it from 4 unW^ 
are jiistified in the On^the-Job Training Partnei-ship Act, there is no 
reasbri we cannbt use thbse machines from 8_iji the_mq]mm 
train kids coming ovit for the new jobs and then train them from 
iiiidhight till 8 in the morning, for pe^bg^^^^^ i^9^ 
corporations and let them pick up the service contract, which is about 
$60' a months Th^Blprbblei^^ but becausi^ you 

use them all the time ; computers wear out if you turn them on and bff. 
It js the su rge of cu rrent^ 

So we can use them around the clock. It is like the world-s bldest 
PL?bfessibn : you got the product, you can sell the product. You can 
still sell the product. 

The point very simply is we do have the computers. They can be 
purchased. We can use the ektra money to pay more and higher 
teachers' salaries that we really have to do to compete in the future. 

Very simply, I think we have a shbrt-rahge approach pY^r^l^ere. 
N'dbddy is giving it the time and effort it requires. We are giving it 
lipservice. This goes straight across the board. The trbuble_ with p^^ 
Bureati of Labor Statistics is they think likeJawyere : they are looking 
backw ard ^nd base d^^phat happen s in p receden t : they ar e hbt looki ng - 
toward the^ future.^ _ _ _ 

In addition to this, bur newspapers scream and yelj about what is 
going jon, but nothing about the new things that ought to ie tnken 
care bf. jVhd we a^ in the area of retrain- 

ing people for the new jobs that will take place. 
__As far as I am concerned^ w^ not doing the job that we should 
be doing, and i think we have to get back to one basic, and tlr^ basic L 
education. The ediicatibnal level in this country — if we^wrvr 17 out of 
20 industrialized countries — and we are, we have to cot back t< > educat- 
inff bur students. Our scarce resource is not energy. We spi^ndniiliions, 
billions literally, bn energy. Our scarce resource is hot fresh potable 
drinking water. 
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Oiir sciu co rosoiircos are bur kids, and \vc are hot ed heating them. 
We liiive nhnijiiiUii staiidiirds for teaohers, it is ''curriculum of last 
resort.'- If you cannot uuike it hi business or law or engineering or 
ihedicihe, go become a teacher. 

And not only that, the Excellence Conimittee report also had some 
data we presented to them, tod; 52 percent of all of our Ph.D.'s in this 
country are foreigners; 34 percent of all of bur uiaster's stiident^^ 
foivi^ners; 76 percoiit of all of our ti?chnical PIkD^'s are foreigners. 
It is no wonder we are Ibsihg bur lead in areas overseas, We_M 
give them tlie education and training, we inajcc sure they are good, 
we make sure they get their degrees and we test tlieih first. Then we. 
send them l5ack^verseas. - 

_ I t h in k \y e ha ye _ t b get ba ck i ji tb se tting _ ! liglie r st anda rds for 
teachers. We have ta get back into making sure that teachers are 
computer-literate we have_ to make sure we of 
o.O to average at the end of your sophomore year or you cannot go 

teach biij;^ kids. ThciA^^ 

We have got to start paying our teachers a minimum of 20 percent 
hibre in salaries; math? &fesic^Sj chemisti^^a^^ 

40 percent more, before you start with merit pav. And merit pay is 
going to have to come iii. Even teachers in the cblleges ^t paid merit 
pay. Everybody, including the Government and industry^ gets merit 
pay. The only people who do riot get merit pay are iri trie socialistic 
countries, and their work looks like it does not get merit pay. 

'^Vlieri: everyorie is iri charge^ no one is in charge. As lar as I am 
concerned, we have to start with the educational system as well as re- 
trairii ng people fo r the riew jobs. I think it is a disaster area. Thank 

-yOU^:-: ■_ ■_ — — :~~ \ — T~T~TTTT~ 

[The following articls was attached to Mr: Cetron's statement:] 
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Jobs of the Fuiuro 

By Mirvlh J. Cetrbn 

The same technologies that are climihatihg riiahy jobs are creating lots of new 
ones. But workers need to bt? rt?traint?d if they are to be able to fill the hew 
jobs. 

One thinf; isif rtain jbtujt tumor- 
rnw s job m.irkrts: tJrjnutJC sKiFt* 
wJl_iKi!ur_in_c^mp_loy_mcnt pJt terns 
These chjnfies jrr f;"'"K 'i' affvQt 
. - hnw-vsc wurk jK3-hovvivo Jre edu* 

MJior shifts ir> the job market 

i-h.in);rs in the numbers of penple 
employed, Whjt the rli.inRes 3« 
mcsvn .is__t_hAt_ miiny iif_ t he I'id lobs 
\villdi!>.ippr>ir— .inJnot just bri juse 
of robots jnil i-oroputcrs.-MjiiLufjw:- 

i_M.flnj; wj!!.p/vy.'^r»vr'jy__?.*"\'>'/_*hf 

jobs in thi' yc'.>r 2000. down from 
2 in l^S^ Jo_bv url Jtrd lo Jgric uU 
turc will drop from to 3^v: The 
turn of the century will - find' the 
rcm.ijn!nK_l'_Q!yv'_f thr work force in 
the siTviii* sector, up from o8%-in 
jogo! Of -the. servioiTincitir jobs, 
■h^lf vV'lLrrljte tivinfi>rm Jtion 
tion, mjnjiRement. .ind disseminj- 

liirri. 

Unemployment will be jn on^o- 
inR problem. If ihi' current reiTSsiori 
were.lo end tomorrow, prob^^ 
million of ihe more thjin 11- million 
unemployed jh lhe_CloilejJ_ 5.t.Jies 
todjy would ni'vi'r be .tble to return 
to thrir old job^ ifv the .lutomohile. 
••ri'_eK _J.e.itile^_ rubber, ._or_ ntilro^d 
induslriej.. This li»!»sof |ob» is i.illed 
ntrui'turiil unemployment. - . 

\oitntrirs will i>iimin.)te ,ib<)ut one- 
tisthof the 1.2million|ob!.: Jnothcr 

Hign.scnool cnomist examine! lesuitsol 

herc!#?VQom_it»p«rimem 
teennoiog»c»^e<Jge-oKe'-otn«-COufttfi«», 
America must ptace more eTipnsaiton 
icwnce.s.n.a mam eduMittfl* en 
■ge tw^youth— especiaily gif j»~tQ-b«_.. . 
proud of their skiili. says eutnor Marvin 
Cetron 

TNE f UTURtST. June 1963 
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ih^ njiionah/ditKin of m^ny major 

r<>i>uil» in _'!iiumptnj;'*vf.rr<^M.rl» on 
ihv V.S.-markvt Mti underculiing 
Anu'cjiMii pbceiJ^XrjirnpuljroaUun'' 
(roboliiii. numirriially-conlrollc-d 
i'i]uipmc-ni. CAD/CAM kompulrr-. 
!»» J***! _ Jp»ijin __ 0 n J_ cump.u Ir t=jj Jrd 
m.inuf.Tiiuring|. And flexible m^nu- 
ifji luring) will in the^eml»pof 
h?_ rv rnM n i I wo- 1 h i rds of ( he jobs 
«*limio.i{i>J. 

._Av this iei'hno]i>gU\il trjn$iik)n 

•v'*' P'_'iv_«"«_ p r»«l I » y ' I y _ wil 1_ _ i n ^ 

i-rr.i!>i\ For c-inimple. the uie of * 

rATbiiisyr. a C ADfCA M sy s u* ro in i h r 
Julomolive^induiilry i\dn ryplbc^^ 
to ^'t\ ivorkmi if operated around 
ih c _i:U_»cii.- Qy J liiy_i:tiniri>l thcrr MC» 
fourfold, ind HTtiip is reduced from 
15i\' to Icji th.in 

. _ _krp_0_n J lr_r?1 4 y__ uses »ome. iit t bcse 
nvw |ob»jind ti:chnoli»K)^. tt hjd no 
ciioice Currently, it imptu-ts^ocv'^^of 
•A* I'n^rKi-, By tht^ycar 2P-P0. Lh4t 
wjji n&r 4«i EiKhty>spvc-n per- 
i'cnlof jII of Ii'pjn'k rcftourte* came 
_^''_"'T'_ ihy. 5? "I*'4e _ T_he»c * t.i tistirt 
^otiiributed to the decikiim to 
njboLit^ BuUhe essence. iif.J.tpdri'^ 
problem th,it. bi*tweerLlQ|lS And 
ioqo^ 2C>'\« of the entire work for^e 
yyjji retire jt J*1VV of Jbeir bAAc piy 
for the re^t of their lii-e». I>ip.in wot 
forced io^o rA>botii-- (o rem,iin com- 
P!^iii«yc The UnitedStiiiesj^Ji^^^^^ 
be fitlinK mony of today's blue*i'olljr 
|obs- with -robots. The displaced 
'yv.rJi'f r>_ _M vv to le,i r n_ _t h c_ n_e_W 
>kiiU-nei't'!i!i.iry to build .ind mdin- 
t.iialhe rdbtiis. 

of the future will Mm icc somedr^- 
mdtii:. I'hjinK^^ Ih -thcif-liibs^ Cur- 
rently,.! bii u t o. poo wo rd lex Lrti n s— ^ 
m.ii'hine!* that type directly from 
*i»e_eih— 4r_C-io_uscL_ Aftw_.i pcrsim 
dict.ite!> into the machine, «] word 
lexicon types up U> O7>\,of wh.ii w.i'} 
*«1'_d^|n oddhionjt cjn transljiJe Jhe 
-m.iteridl into nine lanKu.iKes, ini'lud- 
in>;. Hebrew, which it types Bji't- 
*y or.^.* .. And Jj po ne* e_ ka nji. _sy m boJs, 
which it typi** sidew.iyy .ind the user 
reaJk-down _thc uilurbruL MachlriM 
kuch.i!» ihi^ wilt i*timin.ite SO^C^^of .iU 
clericii jnd ste nog rap hie jobs. 4)ut 
m$le-id _of HiviriR i-O jin__i«icmpliiy- 
ment line, many of these' workers 
ma-y find jobs contn^lling the robot» 
ijr'._f?H'A\l_r'c* using word-priKessing 
equipment. 




TMChwB at Oxford High Sdiod In 



coiTipuiar»oHw ir > 



for ytfin a lummar worfcfhpfi. (grjMmputat •ducaionJ'MchatiLivUUaqu^ 
r«t(slotog4tieougt)JD<Mn(ic«-or sumnwr programs to kaap up wttti th» dantands ol pro- 
partng studanti for a clianging wortd. 

years one of t h« spouses or part ners 
will leave the ranks^f theem^oyed 
tp receive the adUljHpnaj knoy^fdge 
and cl^ills demanded by change^ in 
tKbnuldRy a nd4 he workplace! . 
____^th Jhese cKanj;n__a]ready tak- 
ing place, workers must ^earn to do 
new jobi boW juid ui Uie f utiu^ 

^ar up to provide this vital «duca- 

Jjonjuidirainiog tuihe_tyorJL£orce 



"Currenily, a 4.5% un- 
employment nt#Jtl ^ 
coiiiideraa Jull i^i^o^ 
inent But b)^ 19M^ 8,5% 
u nemployiiient will be 
coiMidemI fall 
employifieiit** . 



THE FUTURIST. June 1903 



~~As "thje' I ypeii _ oL jotw .Change^ _io 
will the definition of jull em- 
ployment. Curr. ntly. a 4.5%- uir- 
emplpjfment rate ,i con*i-deired_ fjiU 
employment. But by 1990, S.S^ 
unemployment will be considered 
1 y me n t .This _ f i_g_u re_ is not 
as disturbing as it .first appears, for 
jJtjny.^lven tlnie^Jia^fihe work 

f?^rf *r*'n_'_r>K_*"t! educa^ 

tion programs preparing, for new 

iob»_._ _■_ ■ 

Workers will be able to l*kc.timc 
out-for ret raining, in part, Secatite ■-- 
of t h e s hLf t in ipb pa 1 1 erns; In 1 980; ^ 
4S'^f of American households lia'd 
two.pedple wbrkitig: !}! I9fl0, this 
projportion will increase to 65%, and 
in 2000^ 75% of family units will 
h4ve- two iocoines.- Tbts ihift will 
.illow easier transitions from the 
work force to training programs arid 
bAck _t_o_the_ _wojE"k__fi»rce._FarecA«f s 
estimate th*' every four or five 



lated to robots, lasers, computers, 
i? nejrpy and batte ry_ t etb_n_o|jJi|y,4S9r- 
iat^ric sodat work, Ha2ardous«wasie 
roanagemeiit,- and biomedical «Iec< 
* rop K»: (See tab|e for spm e p_f _t_h e 
fobs that cre'diMppeiFing and others 
thj^ arr g rowing in. the shifting job 
market.) 



ttew OccupMloiM lor ttw 19Wt 

The foliowiflg occupations are 
d^mung- those ibat-We-ranivpect to 
beco me Increasi ngty I mporta n t r 

Energy TMbnldan (6Saoba^tibs) 
Jivi]l_ Jhcreaie_d;aoulicalty. ^s 
new energy sources becom^ market- 
aWeL 

_ . HoM*|n& RehaMlt'llpn .Technic 
dan (500,000 iobs>. jntensifymg 
boujJh|;deriiahd.WilLbeinetbymass ' 
pi>)ductlon of prefa bricated m(>du^ 
tar housing, using radically new 
cujnstruction techniques arid mate- 
rials. 
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Technician l3i'i'.i>iX' itibs) M.iny 
vi'jrs .imj_ b»llnins nf.Jtill.tr.N hi.iy fii-* 
r«-L(uiri'J ii> rk'.in up >nr, IjiiJ. ond 
tv.itcr Ni>w- inju>lrii'> will jdd tit 

' h !'_ I ji • n ' jU 1 d_ 1 y I i h. 11 1 '>y _i ^ t us ._ ; 

Indu'ttrUl Laser Process Techni- 
ciin (oOO.Cbc |tib»i LjM>r m.inuhii * 

iiu lipJin^ I i>ln<hi t.ii torii'o, <|kvill 
ii-|ij.ut' niiiih t>.t UhLiv's ni.uniiir 
jiijf i»uiulrv Uu^U ond i'iiy_n'ni*'J!t___ 
- IndustrijI Robot , Production 
Tcchnicijn (j40C>!ilOil jnhsi r>ii'h- 
sivi' iisi' »»f ri>bi>t- Uifi'i fiTni turn* 
puliT -iliri'i I I'd phy-it .il" ,i i»d "rii'iv . 
t . » I ^ l_ui 1 1' t ji » n «• »v J I ( d I sp 1,1 n' h_un_J r.i'd > 

l»f iVlUls.Ulds |>| tVOrklTs Bill IH'»V 

>vi>rki'rs »vill bi' lu'fdi'il ti» m>iiri' 

itjvv 11^ |Mi>Jiuht>n n»bi»ls 

MjicrljLs- -lJUli/jtlun Technic 
V'iiins < Ji'i'.iVii (libst jtMj>l ir.iiiu:*] 
ti> kvtirk >vitli iii'tv iii.ili>[i.il> bi'iii^ 
i-ri^ini>iTi>J .,»i»J iri'.»ti'G In n-pLin' 
nil' 1. 1 Is. syiithi'tKs^ ,ind i»Jhi'r pn»- 
n«»ii siibil.uii I'- iiii-iiiti'J U\T .id" 

<• I'aI IJ!.! lUddi UltJJ!^ lri_hjJuUiJiier!_ 

<^cni'tii KnKitu'i'rin^ Technician 
t23iViXH> r«»b>' (.i7ii'tii!iUv I'li^i- 

i»«'";.rr J .ni_.u t'J MN._y!n l»r um'aI tv.n • 
Mvrit 111 ihri'i' >4«'ii<'r>il f ii'ld- iiidu^- 
tii.ii (intdtii Is pii.irin.uruiti.iK, ,iiid 
' '-'-UuiiLl.tii'-'J ..r_'«.'d'J» .N«:»V .'A'l.d 
Ttii>dif ii'J subs I. nil I's »vill In- |»ri»- 
iliiK'il undt-T l.ihiir.ititr'y likk' loiidi- 
tJ>.'''.'?.lP._U'dusiri.iI ni.iss-jiri»diu tittn 

I|II.HU|I|I% 



. tl^lii^jphic IrispeciiDri SpvciaU^t 
*;00,»"'i''i"' tubs' C nniplrii'ly .iiitn- 
m.itcj t.utiirn's th.il iisi' iiptir.il 
hb_i'rs__i(.»i si'fism^j^ l_i>ihi.__ l.i'nipiTj.: 
tiiM>, pri'sMirr. .iml diini'nsuti»s tvill 
tr.uisniit ihis intitrnMliiiii lAiiiptuMl 
» •♦i'_'piJ t •T'? .1 ' M_» •rnpo ri' th IS J .1 t.i >V! I h 
stofi-d hitlit^r.iphii. thrri'-dimi'ii- 

sUlH.ll ItlM^L's . _ _ 

B i u n i c - M c d i c j I T f " '.^ J J.n 

i::iV.ivo n>bsi Mi'ih.»-ii> vviji bi- 

niTili'il in ir.Muiioi tuTi- binnii .ipjK'fi- 
il.i^i's >vlrli' olhiT spfi i,ilis|> vvi>rk 
i»ii hi^hl', suphisiK.iti'il (•>tfiisiv»n> 
• ♦f >f(ls»Ary__,i(ul .nit'.n l._il i.uiiv t_MVl> 
tsiTt'iii;. Iii'.irin^, ti'rliii^, s|U'.ikm>;). 
- Ai;tomotiv'4f -F-ucl -Cdl (Baiicry) 
Tec h n ic ia ns ( 2 5i\ 0 0.0 J > ^b"? ' >yjJJ pi: r.: 
ti>riii li'sis ,iiid -.iTvur^ fur iu'>v fui'I 
ii'll-s .ind h.ittcrn's usril m vi'hnlr> 
.iiiil st.itiMii.irv i>pi>r>itiiiii, im lulling 

f t'-txlt-IK Cs - _ _ _. _ 

_ XlorUKr EiTUprgericy. Medical 
Tcchnicijn UOCi^OO lobsi \i'i'd> 
loi p.ii.iiiii'ilii s >vill nil rr.ist' ilirri ijv 



»v!.•J'..•^M^^i.^»'*y.l.h.»]^. thv PA'PMloAiP.n 

iiiid lis .iKfn>; In Jurthinminf; mi'>;j- 
liif»iilisi's jiid hifjh-di'iisijy "rt'iidi'h: 

»viil bi* .ldm^nl^U'r<rd- on thv spnh 
.lidi'd . by . J€'le\iJL«ii'd_«ltjfyuis.cst And 
insJ rui tii>n from remnli' emi-rgency 

mi^diCjl i'MiiU'r> — 

. Cc riai ric SpcULVVprk.eri .(.700,000 
l»<b>' »v ill bi' I'ssi-nli.il for thi* mi'nial 
.I'lid SiKi.ll c.iri' iif ihi' ii.iiiun's J^in^ 

poiHiLilion. 

Energy Auditors (THO.OOO iob>» 
»vill lisc ihi' KiU'sj infr.iri'd di'vui*> 
.)nd ioni|nili'r>bjM'ii I'fi'r^y moni- 
lorin^ III work, with Jrchili-i'l». prixi- 
uci I'Hphri'rs. jrid mjrkrhK;; siIjFK 
III thr production. sali'>, jnd npcrj- 
tivm of i-ncr^y i-OH:tcr><jlion jnd 
ioiiiculs>'>ti.'m& ftir_boii.iinj*. indus- 
irijlj<l>inl». and mjchtnrry, 
-Nuc[«jr. Medicine Technologisls 
J "Sj.OOO. j».»b.>.). _vyill_. work _ wi I h. .mi'di- 
vmi'> .ind si'rum> u^in^ rJ^ioiso- 



.t.«.*P!?*-. .Asl the i>i»ti jri» Jb^prbed 
in tissues -jnd muji'lrs. diJ>;no*li- 
u.ins iiiD-observe furuiiiin:i of nor? 
mjl Jnd^ir djmjgi'd lis>ues .iiid 
orK>Ki> .iiid cm deter mini' t re.it men t 
rii'edi onB.ri's port si's toinrdii'jtluni 
thus reducing ihe need for surgery. 

Dialysis technoiogists (30.000 

iob>) will opi.T.Jte.oew.po.rtj-bk*.dialt 
ysis mj'-hine* jnd ihe expecieU 
^rej^ter number of ho>pitjt dijjy>i«k 
mjchini'S. . _ '_ 

-- Cdmpuiju_^xlal.Tdmagriiphy 
t C A T) Tech nol ogi s I /Tech nicia n 
(45.000 jobs). Thout;h mure ih.in j 
dfrjde _hds p.isiC4J_Min.c_dp_velop.- 
mont of ihis tcrhniijue for u>>in>^ X 
;r.iy*i with i iHiiputer ti'ihnoluRy' to 
Riy».V'ieclK»n.iLyjvw!LO.f intern..!l.bi>d_y 
Mriicluri's, the >upply of i|u.ilifii'd 
technicun^ h>i» nol kepi p.ice with 
fhi' K.ri?wl.h iif.the tei.hnvl.oi;y._Jo.b» 
fur li'Chniii.inS io in»l.ill, mJinMin, 



The Shifting Job NIarket 

Some Jobs that will be dlsappeering by 1090; _ 



OMujpa^on 

Llnotyp« operator 
Elevat6r<>pefatbr 
Shpemaking machine operators 

Farrn iaborers 

RaiUoad cat repalrai? 

pflyT?.niiinaifl«ra 

Graduate ass[stant8 

-Houaeltwpenr^viie^ti^ — — 

Chlldcare workers^ piiyatO_ou»??-P'??l 
Maids and servants, private hbusehbid 

Fartri aupecVisors 

Farm owners and tenants ' 

timber cutting andibggirig wbrkers 

Secondary school teachers 

Some Jobs ttsat win be growHig unai 1990; 



Occupiflpn 

P§.ta.P_rQcett8lng machfrie mechanics 
Paralegal personnel 
Coinputef systema anatysta 
Mldwives 

Cbrnjauter bperatbin 

Office machine senrtce technlclana 

Contpuiecproguminers--- 

Aero-aatronautic engineers 

Employment interviewers 

Fast Jo^ rntaunmi-workera 

Chjldcare attendants 

Veterinariana ^ 

Chefs 



Employment 

-40.0 

3o:o 

19.2 
19.0 
17;9 
17.1 
16.7 

~ — 14:9— 

14.8 
14.7 
14.3 
13.7 

- ia6 

13.1 



+157.1 
143.0 
112.4 
110.0 
917 
66.7 
77.9 
77:2 
74.8 
72.0 
69.4 
66.5 
. 66.i 
55.i)_ 
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An- electronic. "heart trirtff 

f *^*?ry in 

region that many hjd ^vcn up^ 

for de.<ijL__ . XI -l-^-- . 

the CenerjijElccti^ ^o'v^P'ny v 
tidhyeetlhfi mllUon nver the 

locomotive ptjn^in Erie, Tenneyl- 

y<nl«.__Whea ^l_of jUic^ioBou. 

othtf AutbRMHon^fyatemiare in ' 
P^e._ the _Erie_ "f*ctpry _ with _* 
futute* wiU luve Incieased it« » 
productlofi £«|Mrjt|Lby ohc^thli^^, 

projects Id come on line ic j $1^ 
mJHlpn fleicible machining <y«>gm 
fur traction motor frames. I^^|th 
thu •^iem, two worlirrsoperat' 
ing nin^e jvMchlne tool* can^ >.« ' 
16 hourf what um<I to take 70 
wujrke_a_ Ji>jiayiJL6 do u«]hg 20 
aging machioe tPoU.* 
-But -tncreaacd productivity 
!b/_mJJ(.h AMtpjnaj Imq meaiULfiiQr_c 
r'ifier than fewer |obt. My f Cart 
I.jSchlcnu(iei:« vice presldral 4hd! 
general manager of CE*« Tfan»- 



the hi^ Ifvd dr^fwdri^ 
wSLrtquire 4 lOli^lhcriClfC iff ' ' - 
etnpteymem In ^^^trte•pi■nt^^:' ^ 

Although <umAktfnp^ 
there ia^down-almoit J0« cihce 

, tHbuted^t&the^4tion«vlderrceiH 

. pUn* to recaU aboiii ^ Uid^ff 
woHicrt^ thetiid pi klie year.^ \ 
_ .There mjjrjbcjofl^niikldltl^. 
loc«tlont» but tont*«erfi1 Automa^; 
iioDLji-goiiig^ hL-hiVe^ pa|KiUv« 

*tion here," Schiemaier Myi/ 

'^t'recpnfiJ^l^yijit^tlitgc,^^ 

we'veprp|cctcd^coimted with the 
cdjhpeiUlv^ «dge tm^ from 
prfiductU*ity Imprpvementi. wjfl 
serve to pfovide jpwlA In )ob»-» 

not lim In jobt.***'. ; : 

CE Is expecting **tror^ up> 

suiyein the l(Komoliv« market 
oiwe!he.iurrent_reoM ' 
"the U.S.* "l^raj^ rnduf try, u 
majf>f ^ iiKtiuner, is goin^througH 
a ttronjg renjltaancei" My» 
Schleinmer. The intklpated 
__ growth ln_pti r traift c^^j?hii the 

Operation*, who predicts that- i Hmild create demand s ^niRcant- ^ HutwOi, Ctunrcikui m£!^^ 



* waH^ioleti^ii^i 

V klgMy>uioiMl«dfMltdriM.i^ 

tMworkertinrtte^ 
^:XX, fiaa rata S^'mlS^^ 
U'niibii: arid; _^|n^ 
C«uer> o^il^ 

fu9y foulppcdclMlrdbfM; il4s^^ 
• :t«;hf}oktt^ JUJip^^ 
Ing in fnadilneJool cnMitil A|id!$: 
tysiem «ppfictHont;.JatiMil«4M^i^ 
for comimtelr sttidy, diesti efq^^*<" 
malMcitanciv and rotaltiig^ etec^; 
trJcal jiiKldMry;^ J Jii^-bay 

entire 'lbcofnotive;i^r h^inds^ 
tnalnlenaijaJrainlnl, 
But thervUmoreat stall" ' n' 

}uit_lhis.tictaiytCEi«aio 

atijomatlrif fti own ptanhi butja , 
also helping other co&ipitiSts 
automale-^th CE eqtilpm^iil. '"^^ 
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SIS uLUf.lsV 



vchndlugist 
.i..inn<T» .irt" 
JiscrJiTs i.i 
F.vU. qjLi.iJiJu'd 
mi riMsf 



.iiul oprr.ili* I \ \ .11 I 
.1 n d ,1 s s I s J fit t h»'. "l L> I 
SI. Ills tNill kifh r .ittr 
iniMtt ti'i thinjs.nuls 

r«'?rJj: ________ 

- I'ositron -Emissinn- Tofliof^rjphy 

t}s«*J hir iil.VMt>iisl's III 

I h.«'_ b r±ii 1 1. __ r h !■ ij I'.i- d_ 
wofkiTs III this lirld 
vvilh .iiiviinii's in .indlthi' ^ri'^vin^ 
ti*^' _t_hJ_^ _♦ !'i_h nt»Ji»»iy _L _ _ 

Computer- A^^islcd Oc^iK" 
(CAO> Torhnuun .(>cio.iXii''- |uhs» 
I hi" ciin>piih'r Clin di> miiriv bi'tJiT. 
.iiul t.istiM th.in I r.idiciiMi.)! ili-si^ii 
fTH'lhi»Js .VVKi'J_bi'r_di''i_tfJinnK mhkJi's 
lit t r.inspi>ri.iiii>n, dwrlliit^s. m 
.irhiT priiduas. (. Ah >vill offi-rt 
r_d 111 .1 til I rh _»_■ ?nf?!i.'v n_vi_' n t ._ ^ .u i d . \\_.\y^. 
uf v\i>rk mun- ih.iii .inyothrr sin^li' 
t<'t:hniiltif;v \ 

t i>_fT' p_u.t e r A y> i * 1 0 d C r J p h | c > 
(CAG) technician iI.so.t>ro n<bsi 
U.ipjd Kinu th ill mrnpntrr '•.issisicd 
►•.Uphlis will .iMl'lt thl> I'lUlLIt: >i>. 

rr.iii>iM>;- ■"tit i'ni[i|i>vtMi>i>t' •( .ill 
K J I'ilb K_s _ li'i _tn i» »•*!'"•_ _•_> _> ! >i_'_U -■ - _'_■ ' 
i" 1*111 iM>;r.iphus histury I )i'r;i.utiJs 
lur .1' ' i«t s .ii>d it^'i hnii i.ins; vsill 

t.'i' ' '_'.o.\t'_.'_t! '}) ' 'U' « tvi-j.rK*: i'-irt _dtiii.i p 

.III iiiiMMsf ii> .ii'iii.tiid tor nrtv 
Kirnis jiiJilin>»-nsnM>siij ^i.iplurs tn 
jnuii.U' I'bli'vls. sihrnti's. .uid sti'- 
n.irins bi'fnri' ihi'v >irv .irtii-illv 

|iriuliii_i.'jj 

Ci}nijiuter*Assistod Mjnuf'ctur- 
inK<C A.M) Spi-cijlUt (^bo.iWn'bsi. 
C_ AM s y s 1 1 . Ill ^ . AVjJJ. _ jn • r n.M !. ...» IJ. ! by 
ili'si^'.iv d<>( i'l.ipin«"il. spt't ifu.iliiin, 
>iiuj.Ui>;i^tii '-d.it.i III be [Milli'il iiLJt 
t >!"!.>nid .'\l.v»' >^> t>.'.'.''»'.''_-!':«^^l_nT.i_»': 
f.r.unnii il inti> i iinipijli'r*.issi»ti'0 
ni.jjuirn. tiir Hi>;_ pru^rjitisl __ *> hu h 
wiU tlit n ii[»«T.itr must nt thi- prii- 
Juiium t.iiilitv Iht" pi'imil'' thi> 
>vt t_>»in_i»iM.v» lit t U' vihK' _tM ^'.'.vy f_'\«..Uvr ■ 
111^; n'tls III whii h I'ViTV sti-pnt [irn- 
din Mi»; .1 prtfiltiti is Jr'i't nirru'^J .inJ 

nr'_'»ir;in?!"*'>^ ^ii'i't !|l^' !•." >'•.• >?n!: 

plis^hnii'iit IV It hunt I. II (VI ih mini 

m.ilLliiu«JH_miiir ycjiUiui 

Ciim(*ulorizrd Va«.Jtionjl Frjin- 
InK <CVT) tiHhnlcijns (^OO.OiV 
t>'b>' _>yiH b»' L n»H''V-?'>^---»''-->i''_V»'.kT 
i-diHiitinii.il -i.id tr.iininK ni>tt<Mi.ils 
ID usf in.pr .^^;r.ln^s_.lr ,111 'i-vi-ls jn 
pi J bill .ijid pr II .iti- rdui .i.tn'n.il insti - ■ 
iiJlinri* Utili/u>»; thi' di-nmnsi r.itM>M 
^.lp.llNlLt.U^s..MvJ_ v^_rs,l^ij}ty .o}_ C A_l_^ 
sit(tw.ir<> in I iii\|i)ni lii>n with loni- 
jiuU'i >;i.iphiis, fj.'i.iiurs ,tml tniti* 



I l>i< jl>ii> to iirpii t .iVw 
y iWti..|i»:irh .i.vjviiln 



i.bir.t 



dyn.unisin ih.it will pnulntr hi^hi-i 
li'.irnii)^ -bi'iicfits th.ui iiny iiii>C}i' 
V.V'ir I'nipli ivpd StujJi'n is yyi^^^^ 
ti> iissi'ntbli' nr di>^issi'niblr the must 
i.:ompli'_iLmi;i.h.itiism!», maiflruii th»' 
most .)rti!>tK' loriDs. .uid di-sj^n 
iKvi-lho^s .tiij striii tuii's u'ltliiiut 
t'y.y.f l.':>»>:i.!!M.!hA'J_r i.iunj.H_i.t.i;.r.t_i'rm.i.: 
n.ils VVliili- hands- on i r. lining" wilt 
ri-iii.wii .111 I'ssrnti.tl p.irt nl vih.»^" 
!JV*_'''!^'I __t.r'.'.U'.'.MJ^.. t^Tniitu>|ii>;y _ .ind 
wt>rk sititii'nriii^ will bi' liMrnrd .it 

thi- c i?T_ Ti'-xtixioks: ii-H^ihy ir-i:- 

tiiM's. .itid ilissiTt.itmps wijl bvinnu- 
p.»<isi' ii>thi'i.iinini^; di'L.itli's of liMrn- 
iHK bv_d_i'in)* ,it thiM.i.iT_ii^u»tr_r tiLrmh 

n.il Up tn 73''>' nf .ill iJistrtUtlnil Will 

bi-' iiii.|uirrd .It thf i oniputrr n nisi iff. 
•_>Uo_»_V".'K.._t.*''}kh}ir.'?. .•»_'. .'!p»l!!d l.»_'_»h h 
nmri- tiinr hrlpm^ students k-.irn 
iiitiiltl iih-thi'.-jiib wiirk skills with 
,\\ tijjl prinJui'ts jnd proi.i'ssi>s 

Most iif rhiWi- new jobs will rr 
qu^iv •uLimO kind .iit_ piij.t M'eonjjry 
vi.K'.itiori.i| nr ti'chnicjt tr.iiiunK — 
I rjininK thjl j!^ (or thi- most pjr t not 
now av.itljblc 

"Coitipeteht te«ichers iri 
vocational educatlbri, 
math, asid science c_an__ 
earn 50-60% more in the 
private sector." 

Attracting Compeleni 1 eacheri . 

_„.T.»'_. J.'n:'U_ri* ..th.^t...thiv yiH ,»no/».'] 
I'dui'.ition syhli*m proviiirs thr vdu- 
litioii .ind tjjinit>>*_ iii*:'dvJ_.by_vKr . 
I.ibur fori!' thi- f iiluri-, innifn'triit 
ti'.uhrrs ;r.ust ['V .ittr.uti'il tn th»- 

hi'ld • 

Curri'iiil> , nimpt'ti'nt tr.u h.'i s 



.iri' iii'i-.ifft.uii'd ill riti' prnfrssion 
due ti< U'w s.ii.iru's and totv- sljtus 
Compi'fi'iif li'Jibi'r* nr. *.atiii:i>il 
I'diitMiloHr-. m.il_hl_Jnd. *ot.'ntf liin 
I'.irn 5O-0O"" mnri' in thr pnvali' 
si'itor The diilini' in n>niprfi'i»l 
M'._H _h_i_iiK>_'_'_t_hrsi' subti'its must and 
I. in bi' htoppi'd 

Ovrt thr year>ii ti'-u hvrvdui jtiiin 
priifjr.ims havi* rnniunti'ri'd di-ilin* 
IMK I'nrollnii'nts due. in p.irt. to low 
!..il.i tips, fiuivrr_supplitLs dy.ri_n>; baby; 
biiom vi'.irs,' .iiid to the hi>;h iitatiis 
nf wo -.in^; iti fhi- privjtf hi'itiir To 
i_o_i_i_ntcr-u f thi' dci'lininj; i-nroll: 
mrntv. ti-ai hi-r tratnin>*. prii^rams 
lo»vcr«'iJ th«'jr stanJards fur riwry; 



whuh rpsuit«:d-ii> .It trait inn lovwr 
i_'_»[ibiLr..o_f st_iidv_l>t.__Ths' P.ri^.rjm* 
bi'c.imi' a c'urruuluni of l.r>t ri'i>ort 
iorvtudrnfs ?jUmn m ofhi-r ariMs . 
_ .._T_" _rS*yS'rS^_t_hj_* t rynd, lonjL;- .»nd 
short-ti-rm strdtcnies-mu'-t beinsti- 
tiitcii .in the XI i»iti'd__S.t at Ti'dih.! 
uiM liin bf mjdf moir attr.utivi' 
through the supp^irt of .idniini!.tr.i- 
tors and _by_.i!i_iMnK__fhA'._>J_l'!ris'> of • 
tcatf^i-rs. rspi'-.Killy in thuM- .in-asitf 
hi^h demand, i.i* , voiMtinnal i'dui:j- 
math, and _«:.if'.nro RajsLn); the 
salaries by 20'' ■} across thr^bturd itnil 
by _ri n _a3(3 i tinna I 20-'V' _iii i hiiw'_ aiea s 
of hijih demand will at t ract tca> hers 
back from thi- private ^i-ctnr .ind 
c nto u rdjli' A hiiih vl _cd^l.iiH' c i_>_f_ >1 u - 
drnt to enter untfcTfjr.iduate tcai hi-r 
preparation, programs. The law i»f 
supply and. _d.i'mand _w^ijl_.v\'i_>rk jf 
nther constraints, such as inflexibk* 
pay -scali'i an^-t«*nurr !aws, .ire 
lifted; bul standards musi not be 
lovyered. 

_ Tor loiT>*!li'r_m s^ilijJ)i>n> k>_as*ur- 
in>; a supply of competent teaihers. 
a series uf three hurdles mitst be 
![»>_ti_t_utrd _by_ .t_eathe_r__i?_repa__r.»tiun 
programs and departments nl edii- 
ifitiitn ... 

For aiceptancr into .1 te.uher 
ediiiatiofi prii>;ran). students must 
s»:orr dt Jeast_aS_0i iimbji\eJ_U»i.4b>n 
their SATs and pass a proliciency 
lest in reading, writing, and I'ompu- 
tat_iiina_l skllj.s_ 

* To Citntinue in a leat her I'dui a- 
tion program, students_musj_ra.ij|L- 
t_.iin abo>\iVv}ViTa^r grades (3 0 ( IP A 
or the equivalent) for the first two . 
years_ of undi'rurjduatt A^iuk 

• Before reieiviiyK permanent i er- 
lifieation, a teacher must pa«<i .t 
I o !Pi.H' l_e i.H .V am >n J.M P.P. . n d r e : 
leive posits »e evaluations f rum 
vupervisiirs. ailnitnist r.iiors. .in J 

' 

These are not new sij^;^es{iiins; 
ea (..h h J s. bei'n i mpli'jne n ! »'_d_s_u.i. «, cs*.- 
fully in several states alrea ly The 
implementalii>n of these standards 
yvHt _not_ happen without _>.AV.»tro- 
versy. Witness thi-liiror caused bv 
Perih Staii*;s_Ioe .I\»irrno„ anj_ the 
MC AA when ihey decided to re- 
quire a total of 7bb^>n the SATs 
bef4\re_ _.i_iiepM_nK_ i_M.I_le>;e .athletes 
But for the sake of the leachmn pro- 
fession,, these standards must hv 
injti.»Jed a.i_»d mamiamed 

Reqinrin^; each prospei t iv** teai K- 
I'r to overcome these hurdles will 
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High*Khoo« thidtnlt In Oitonl. MusachuMtts. «voflt wrtth ■ Imrfflng ald^tftal fami4Mrl>M 
lj>«m M«ctHc«l ind •Marpfllct .<mnn£> Thit vouttonaJ iduc«lion^wi|i M 

fof the mora tachnicci iobt of the next two dtcadn. ichoo<« must b« tquippctf to pity- 
Vide vttil voeaiionil Mueetion ind itmntnQ. 



tighten thr profMsion^s standdrds 
.an^ limit those en terlnp ii> I Hp 6r*r 
The resulting shprlJise of leachrrji 
will raise sjUrirs and dt tract more 
(rom- diher -pUces-.Thc jdiiwri wocd 
•pirtl in teacher cofnpt ten^ 
reversed atid the status <>f the 
teacher _wiIl_dse,.jUmK__*¥i.th_Jhi^ 
> salaries 'and the level of com pete nee. 
If thetrend is not reversed, Americo 
may be forced jg_u so te Jich ers from 
' foreign countries, similar to the 
' :>medicil profession's solution t*» 
;*''nMintaininR medical services in rural 

>^ j'.To relieve'the shiw-i-ierinlarkof 
^JTW*: h_._»«!e_nce, .^nd vtKa tional tea ch - 
.erf.- rather tha'^ tolerate less than 

• theJscsfcthe'bestLJcU 

business people in these fields could 
* . - taSe a 1-2 month refresher course 
.': 40d_ return to th.e.classrwm ftu a •• 
V yearw^rtwaT\>further alleviate the 
.-^ shortaRe, nirporatioi.S-auttd &e en? 

^puraj^cdjo make 
!■ their skilled technical petiple to prtv 

y. -vide sanie teachihg. 

i- .::H!8.hjf/_salanwandolhcr^ben 

to attract RiKtd teachers will r.iiM* ' 
■ " Qai;s _Wilh _ ihe_ cwsj nsfio us jnd 
bankruft some states and schiH>l 
districts! That ii. why -cooperation 
''Jbetweenthepubllcand 
. ' tors is imjj^rativc-Jn the^academic 
/ awhai J^lgh-^«hmll^^y-awcpa^ 

|wy?_.the^equlj>ment andjtrrw^ - 
': toatsist schools and trai..*.er-^ during 

: t hli trabsitioh-tinie. 

Along with limiting entrantsinto 
' the profe^^sion "to the best. sch^H>ls 
.rouslisintinually.relraip^^^^ 
-teachers. For example, computer . 
litpracy-fbr every- hlj;h-scho<iL-«tu- 
':' dent _ anil _ eyej-^ , teacher m u st be 
■ required. In-service programs pro- 
. vJdedL6y-Khudi dtstHctS-urjdepAr-t- 
inents of education should be ayall- 

• able and every teacher should be 
able-to pajift4LC0iDputer literacy test 
within fo^t'Yf^J*- _ _ ^ _^ __ 

Some colleges and universities 
/ hay*__plant_ed the seed of avmputer 
litericy with good resuUs-already. 
HamJihe - IJnlvffHilty- Jn _ jSt _ P-iuJ. 

• MJ-n-"**:P-*f':-^**!*--V-9-»?lP-M_*fr_l'^'^^ 
requirement comparable tn' pther 
eequiteil- cour>es_s udli_ai . !Ei>glish 
and beginn'mg mathematics- Nci' 
student may successfully leave Ham- 
iLne _ wl t_h_ou t _ cpm|j u te r £t^iifj_de.ncy_. 
Now several otherpriv^atc schools in 
the MtoheapoUs^Stl PauJ:arr4 arc 

* joining ihe literacy network. 
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Union Plans Strategy for the Future 



A unjtm kvhfiit' members fjie 
•■nmc -the mxisi J r.i m.t lit.' 
chjUK^i's J u ring ihr I rjnsitiuri 
lr<«ni jn iiiJu>tri.il id jn infiirmj< 
iit»o MH WJtyLJvnitvy.mjkirif; J 
ii'i li'd i'Hi)rl 111 look jhi'.id 

Thf Ci>n)mumcJlii>ns Workrrs 
t.>{ _A i_n<f r ic J ._w h_K' h_ _ri*p.resi' n I * 
O75.000 I I'li'iMm mil nir Jlinns 
wtJriiT*. irf.»tiulj C'iimmilK'tri»n 
thi* FM_t_ur_V i?lJ_9_^r!ind.4>siJinvd.i» 
thi' fj*k i>f jssi'ssinfi I he jremcn- 
duuA ihjnKt-soct-urririR in I he in- 
dustry ai d in the world t'f wiirk - 

Al .1 spfiiji tiinffrcnt-e hn 
M 'j-i h J h eAcm miu cv_ md de 
ili. rifiunimcndjtions for htiw ihe 
uniiMi un bt*sl Ji'Kirve its fundd* 
m_en I j1 >;i'4 j .of .^m^luy men t seci i r- 
iry for iis mcmhers. 

In .»n JRC uf iremcndiius icch- 

pltiymi>nt security is trjining jnd 
rfirJioiot;!_ vvhith_rj*q.uirrs ihe 
i.{>itpiT>iliitn o{ employers and 
^;ovt'rMnu'nt wMh the union* "for 
\v.i!_tj>jini>!. t.fi».the [oh.jJonCj". (he 
mmmillee sjid "While we I'jn- 
nol jjy .i^idf our pt>werful eun* 
I ron t ._> fto n .1 1 > kii.l>£_ _t h e re. is no 
»v.»y we I .in .iihieve t'mpli>yment 
-eiuriiy thrttu^h iroittinf; ,iiid 
retroinint; if we .>nd our employ- 
er-; iiv\ KisKtHl dt>wn in I he -n'd 
w.ivs C .ireful new initulivcs in 



b.trK.)ining, polittcil-^tion, joint 
I'onsJultJtio'ni jrid public rfUtiocs 
will be necessary.'' said the com- 
mittee's report. 

_Thc ciimmitiej^ also told tjic 
spciijl conference ihjl CWA 
mu<l become strjtp>;y-driven 
.r._»th5rihdn_r_ejcUve_in_iti_methpd 
of dejlinK with external events. It 
idpiiirfied some of the mjjor out- 
side fo.rces affecting the uiiion; 

• T^hnological changes that 
will aHcct job opportuhjiies. 

_ •_ Struclurjl changes in the 
teiecommunicjtions/djta process* 
in^inAu5try4_such_as_tli.e_divesiir 
ture of AT&T, the union's pri- 
mary employer, v 
. __ • Changes in_t he.cpm posit ion, 
Ufe-stylcs, needs, and interests of 
the work force.- , ■ il 

• Pt? wer shlOsJ.f- bu'*'.nf*>. ^P-^ 
politics, especially toward ultra- 
consf r vati ve arid anti-union 
groups. 

• Economic turbulencean^un- 
certaJniy. 

The committee, led by union 
president Clerin EI Wattii tbld __ 

* hp_ Ml".*?.":.? J h_f*^_ f p/'!^*. J? T'^ " 

threatening only if CWA faits^^o 
deal wjthiheMitriiegic4lly .^-"The 
key to bringing off a successful 
CWA strategy ihat links togeth- 
er bargaining, organizing, po liti- 



cal action, education, ^nd other 
vluL un.i^n_acti¥Lties_lie$. in. Jhe 
formation of a number of 'strat' 
egy I'ertters' within CWA." the 

committe_e_$aid in itA/Tport. 

Each strategy center would 
concentrate on a major object ive^ 
F_PI PX^iPpIP' PnP vyould address 
the"new" AT&T; another would 
deal -wit RJuidep^ndehtJelepho^ 
system companies and the new 
Eks^!-Operating Companies 
(BOCs);. ajio!ber_¥«iMld_ be. ^ pn_- 
cerned with the problems of the 
union's public-sector workers. 
Thefee.centers vypiild:_be formed 
or disbanded arcording to the 

union's ch arigmg. needs! 

To_5 u cceed, the com mi t t ee 
stressed, the union must over- 
cQ the. J i s _ hat uzmL ±e*iit4 nce_ to 
change. The cornmittee recog- 
nized thai nearly all CWA mem- 
bers . vyiil . _fjec|_ _ t_re me n_d_p_u s_ .|pltj| 
and disturbances as the union 
restructures -Uself -to ride with 
• hf fprcps of the future. "Bul^ve 
can take this, because the prize — 
_ emplayjneiiLiecuhty— is.vvQtlh 
~lr,"~the~commTUe"e concluded. 
"Andbecause the alternative is to 
wJt.tch_th pu_sands of _pu r m_embers 
become victims of America's 
move into the Information Age 
and the global economy." 



It ll^llh^•l- Ji« not till thi- ^.tp ni 
lli.'ii -ktiU. lliev -shoiilj Iv pKiscd 
I'.til t_»ti .(.iiliiAki.U-' t^ei'j* t_ur.ri'nl_ iv.iJ.I> 
llu- n'ljiiiii'ini'Mt- I'l thi'ir prttfi'..- 
HtMi t <> \\ in Mil* -.li.irie- .nul i-vifeni 
lli.it lln- (Mtili-....i»«ti tK'-i'i v I'... ..I houU 
I.IMM.M iar ^liM>KM>oti I'ti Iheir 

Chang I ng_AJlUude3 JroufArd_EdiJ- 
caiion. Training, and Technology 

tbi- l'»».irJ. thi- i-. tlo-.- 
Mu: iu-Uvrrn ihi'-hi>;lti'..i .»nJ Iovvji?..! 
>t«!d":"t ■•..'I'.p''.' 'j''.k'!V'^' h*''[* 
I.<i\i-} -.liiiii-nt- lurne up In then 
I j^Mi LiM's hi'wi-\ IT _ Jeu |'r.u>;r.in].. 
h»-lfi ihr irtiK l'rill>.u»l sitiJriil.. y>v\ 
fi'/ut .it lin'ir- I i-.u her- M hi» loiiiii 
li IviiJIoittl ^vUikli'Mi s. .iri-. jkviMiii; 
inlti ntlii'i ot I ii|>.iMiii)- .itui .lie hi-in^ 
n'{'jj,.uj bv li-> ;»ileiiiMl.-- tejih.'r... 

.- { o.i'r '> - >yA\ 'v J*' *' >' 

>',«'ltiH)', ihr tM'ti-'-.irv »upi'otl 



Thi* N'.ilion.tl C'itmnh.t!.ion on E\- 
lelieiu e in rJiii.ititin reifntly issued 

r.eJ'iArl. >oyi.ni;._ !'I_f ..>ii . unf ru-ndly 
forei>;n ptttver had .»ttempled toim- 
(uvsi- tvi Ami'ru.» ihe nieJitk't i cdu- 
t .ition.tl pi-rf orni.iiue th.il eM>ls 
tttd.iy. wv n>i^;ht vvoii h.jvf vii-wed il 
AS .in iut \ti.wj._r _A»?_it_>t,\n4?..wv 
h.n i'^>l!itwed this tti h.ippi'ii lo nur- 
si'K'fr. "- Thi' iiimnnssittn. n'toni.- 
nu'nded iin re_.isi'd_>uppprl for ni.ilh 
.ind ..t ii'nft'.>i>d >tiffer math, -iiieiiii'. 
iiful tunipiiier liieriii y -ri'tiiiirenjent--. 

!'_'.l'!>'!h.^» h**i^*I..Th_'' ■'J'"' 
rrtornmeiiij.. Kure.isin^; ihv li'n>;th 
i»l ike SLhlH»lJ^_.l^:Jron^_s_l^_h_t^urs lo 
..I'xen or i-i^;ht htMirs .tnd the len>;lh 
oi ihe-sthooi veor from i «0 to_2ld 
J-lV^. Thi'-^e rt^v^^ulO>_•tr^^>:l_t.•>I.Jf. the 
L'mletlSl.ile.. is lo m.i.ii..iin ihr- li'.id 
lit ii'i hju'»li»i;v «i nt>w_i!!.>ii>vs, 

i's;»i't t.illy situ I- oihi'r roiinlrii's .>ri' 
ru-hi«ij; to Josi- ihe >',.ip Vor e^.>m• 



pli', Russia requires seven ye.irs lo 
Amiy«-.i.'s j.WAi-jind-iine-hjIf .y_«!Ars 
of these subjects in hi>;h schotil, 
while i.ip.inese students gt» Iti sth^'ol 
240 _d!iy_s..».yeo_r.__ _ 

Ameru'.i must enidur.)ge its 
y^iijlh, e-speci^lly girlsl tu be proud ul 

lionaj subjei'ls Tr.idilion,ij ''unding 
s.ourccs; jis_Well aA_p.irrjil/le5_uh_cr 
grt»ups, btH»sU'r vlub^, elc , should 
be eneour.igt^d to-make mr-ney .tnd 
8-iV-VJ''n.ds to''m.tthl_»_vl_cv'_'_and^^^ 
li>te>" .)s ivi'll .IS athletes. Students 
■.hi'iild be. .uviirJed leiiers in mAlhi 
physit's, chemistry, (iiid voealionjily 
relited I'Mrae-urrifnl.ir ait+vilit'S, 
sitiiiJ.ir tiL .ithJelii" Jetteri:_ Ftnaljy. 
sthools should b(> pouring diill.irs 
into lomputers r.ilh<*r ih.in st.idi- 

iims 

rduialion must equip people to 
ih.ingtv As important .is m.iih, sti- 
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Miir! iiiitl viH;jhtu)-tl skills , it.i>^.l.h.i-.y 

s,> M'lii thf skijU jnJ knowifd^if 
I »f.t'.J »mL ti »_bf_pti»J_ui-t» vt' n J. s.» t IV- 
ht-d ! hf hiKhtT IfVfIs oi ctt^nitivt- 
skills intivt bf -liMrr /d ,is v,n\y lis 

skills III di'tisu»n-rnjkin^."pr»iblfm' 
s» »lrii i I f^i ' iv it y ! tx'mDJ.uiiuAj ii)ni 

«. rj* it.»'J. '.hj L'.i^* ".8.-. ".^ ' y ! 

MS. iiyMthi'sK. .ind th<> structurin^xif 
pK»bJi*ms tu_u_ndjfrstjnd_wh.Jt__tht* 
ri'sults nuj{ht U» br Wt* must mjki* 
Hfuplf think .mJ- .jIso in.ikf- thfm 
tumm.u_n!t»>ti:... A|rr.jdy. w^^^ 
iMtrd ihivi cxi'iutivfs, ivhn shuuld 
.ind tJt> know- bHtiT^ dcpi;nd_on 
industry Im^o to lommunic 'hV'/ 
idtMs Thi' djy wf thr si m pit* sfn- 
t f nt f --_ n ]•_ rvA \_ words, not j J r >• on 
•_must d.>>vM .)>;*iin< t"" th»*^p.jp hv- 
twfi'ii buy IT .md st»IJi«r. mjkrr .ind 
uier »vill ni'viT bi' fiUrd 

Updating Teaching Methods 

Ki'i>piMK viK'.itionjI-i'Juc.ltion pri>; 
Kr.inis lip (o J.itt> jtw>iys h.is h^cfl j 
prubUMii. Thi*_.r,»pid p-ui* of tcihno- 
loKii Jl I h.ingr .u ii'n t u Jti's jnd 
ividj'ns thc-K->p bt'twfi'n 4>roj;c.»ni> 

HiidKit tutb.u-ks m.iki* the probl^ 
t'vx-ii rhc s.t.mc.probli'm h js 

hit nidustry C onsi'ijui'ntly. biisi- 
iifw* .jri' turniMK- to romputeri/ed 
tr_.iii>jniLtt» ll^:«scn t hr iost .ind. Jt t he 
s.imi' timi'. m-iint.tin or improve the 
qii.ility of thi'tr proKr-irris, At_ihe 
fort'fri'nt of this n.ttionwidi' trend is 
thf PLATO ii»nputrr-.tssi!ited in- 
sf rui turn systtm_drv-di»pcd by Con- 
trol r>.tt.i Corpor.itiitn 

th'' .»pptic.it»ons for PLATO lire 
.ii._lin)Ltl.es . .»_s the ronRiVof. business 
,»nd indu Ty itself Siiih diverse 
intliistries is nuinuf .it tiirmji^peLra- 
Irum, btr sipR. re.il .iist'ite. fui.inie. 
.ivution. itiHl emiTKeniy metiiilni' 
h ful P C A TO J od ispi'n s.ible .Ind \ y id _- 
it.ti t I'lnj'.inies jnd .issoiu lions 
tr.>inmt;vvith PL ATO iri iutie A.mer- 
im n Ai''lincs_^C.fnrr.U Viotors, Cen- 
■ f i . il Mills. Sheii. i:iiii'ont. Federal 
L- i»re>s| Njtioii>)i AsstM i.itjc>n_.of 
Seiii.ities I')ejlers. H.ink Adminis- 
tratiivn 'nstilnte. <.-oiv r.dison. .md 
Vlerik! Si>j>rp. .iiul IJohme ~^ 

C 'onij>iiter-.tssisreil instriii'tioM 
(C W) IS e.isiiv .^d.ipt.ibU- tor sHort- 
tei in tr^nMiJi>:. M?>".v t^LVh«\ iineju: 
plovi J neeJ two or three nuuiths of 
tr.iiMinr. t»»' lobih.it will exist C'Al 
is pr.utii.il .uuI.eHeiUve: the inJnr- 
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in.ilionjs upto djle 

If (his i»r similjr proj;rjms were 
inipleniented in vik .ttion.il-iei°hniCjl 
sfhools, every leather jnd every 
stut^cnt nnuld hjve immeduite dc- 
t'ess-lulhe mojit_rivcenljnfocnijJiiin 
.ivail.ibli>. Students cduld IcJrti the- 
ory .ind-rei.ited inntent on thetom- 
nuJi\r .TtNU hl^r>_atuld__.t hen ivork 
individu.illy with students for the 
h.inds-on-tr.iinin>; tHjt.is so vtt^ in 
viK'Jlionjl education. This method 
requires a different kind of thinking 
by i ea I- h er i ^ Lasci'u TS _t ettthirrji _vy Jl 
feel threatened by the computer if 
they have not yet become computer 
liler*tcJ?uiAhecom_P_uter.is_gjtHiJ_to 
make teaching mure efficient and 
mure effective — not a repiafement 
fiT the U'afher 

This fear is dissipating 'Somewhat 
M muTt>titihpuicrs._rndri:RiriJLo.Jiie 
clasfiroom. mainly due to the efforts 
of businesses that sell them. Con* 
troj.Djtii^ fi>jr_ex.jmfj_e.__ha_5 .spent 
much time helping etkjcators incor- 
porate the techrwl ogy i nto the c la ss- 



"Training dollars must 
go only for Jobs that 
exist or wljl exist In the 
hear future,** 



room in such a way that everyone — 
students, -te.ichers, taxp^iyer,.— 
reieJvei. the n. iximum benefits 
from it. • 

- And as teai hers n alizi* the power 
tKey_f.in_ exert . throuj\h thc.com- 
puter—intriKiufing and updating 
lourses.- rerord- keeping, .'dmiKis- 
tr.itive f unit ions— the teach T-rt - 
platement issue will-f.iiie. 

M.1 in ta ini nit J_d<.j]]l*d..vvi>.r.k.io.i.* e 
will t.ike an enormous expenditure 
of resources. Opcr.iting tniining pro-- 
gronisj.n v.t>(.a.tiit.n_''l? ..''■'.ch.nieai, jrid 
industrial f.u'ilitlcs 2+ hours j-Aiy 
will elirninliie miith.of.tKe_nced_for 
dupli.f.atinj; expensive equipm^ 

Even more impor-tjntly, lr.iining 
diilljrs_raus!.>;ti. o.n|y._fu.r_ ipbs.thjt 
exist or will exist in the near future. 
In the p.ist. the-tr.uning progcams 
spimsored by. C f.TA .(.0)rpprehen- 
sive Education .ind Training Act) djd 
not-giveAnitTicdus.whAtjiyoji.pr4i.ni.- 
ised Sixty percent of the money w.is 
useJ for .idministr.1t ion; the remain- 
ing 4.0_'V..vyt'.n.l_i.nto. t.r.l.mtng,. Only 
of the tr.tinres .utually obt.iined 



jobs .Th.*..P^*''P[^* .^'/.^ .'.''.^'P.*^ .^ST 
litbs that did not exist and will mit 
exisi...F,!c_evample,_up_anti|. _I9Z9_ 
people were still being tr.^ined to be 
linotype and elevator operators. 
eve.n._thiiug.h. «i._need. f.iv.?.hese_skills 
had nut been identified for the pre* 
ceding 10. yearsi IK. fjcti Hitot-ype 
equiprrient had not been rrianufjc- 
tufed for 15 years preceding 1970. 
._.The_m*w lukPijfiDLership Train- 
ing Act has tried to correct this by 
requirin^g that 7b*t> uf the funds go 
to actual Jr. J.i.nin"g^prpg.rams_and lim- 
iting admmistratiun tu 15%. T4ie 
remaining I5%- is designated- (or 
basi< Uteroj^y educaU^on and child- 
care- services -for trjineey. 

. The jufesbf jhe.Euture_ate_chang? 
ing in nature. America needs to 
make short' and long-term changes 
t.o_ avoid. .dis.J» t rou.s._c.onsequen.ccs. 
The first step is to begin tu encour- 
age the unemployed- tu upgrade 
t.h.ei'r skil|s and take J.uwer-pjying 
jobs as temporary solutions. The 
nex t step i«i ib.get tfcediif jiiflh.$>'i- 
tem back un track to produce edu- 
cated minds that accept the chal- 
le oitff * . -O.f _t_h e _f u.t.u.re and. _w.a n t . t.p 
learn more. Strung emphasis un 
educatiuais-necjpssary; however;- it 
is not sufficient. Training fr; the 
iKcupa^tjony of tiMtiorrow is also 
heeded. --Kiiwjly. - Amtricjns- must 
jdmitpast rnistakes and do what it 
fakes tu-make the country strong 
and stable in th e fut ure. 
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• Representative Lunoren".. Thank you, Mr. Getroit 
- I tried to avoid saying M^^^^ dp Opt^et merit J)aJ^ 

I_am afraid the conclusion might be drawn with respect to the quality 
of Jthe work4:hey put out. 

_ Mr. Sheldon Friedman iaour next witness. He is the director of the 
research department of the United Autb Workers. 

Sf AfElffiST Of SEffiDON F^TEDMATf, BIEECTOE, KESEABCH DE. 
PikSf MEJff , m^m±TionAL XE^OH, XJim^ AUTOMOBIH^ 
AEEOSFAC^ MBICULTJTRAL IMPLEHEOT WOBKEES OF 

AH^EieA (^AW) 

Mr. FimDMAN^ a pleasure to have the opportunity 

to be here. I certainly agree with Mr. Cetroii regarding tne critique 
of Mr. Behdick's undercouhl^pf the displaced bocues, I do not exactly 
Joiow how many displaced workers there are, but it is worth noting 
the Cbngressiohal Budget Office comes up with a figure of 3 million, 
a pretty far cry from the 100,000 that Marc Beridick cited. 

Witli reg ard t o bur negotiated training proCTams, I cover that in 
-^ome-detail4nriny prepared statement, and would prefer to spend my 
liiriited time now address^^ pbUcy issues. 

But, I do want to take issue W4±h the remark Mr. Creton made con- 
ceiTiing pur Genei;^^^^ retraining program. It is true that 
!iioneys_were disbursed in the form of a Christmas bonus in the latter 
part of 1982. 

And let me just (Kgress briefly to say that in and of itself under- 
scores the magriitu because, at the point in time 
that the bonus waa negotiated, there were 160^000 workers on in- 
definite layoff from eligibility rules among 
that group to receive the Christmas bonus were remarkably restrictive. 
YdU had. No. ly not to have another J^ob so No. 2, to have 
pretty much fallen off the table in terms of all your negotiated bene- 
fits, as 'w^^ell as State and Feder^ uhlmplbyroeh^ compensation, 

And, even with those restrictive rules, we had almost 9b,0CkX GM 
workers out of the 160^000 whbj^ as of Christmas 1982, had neither a 
job nor any kind of benefits, public or negotiated. And,^if that is not 
a displaced worker, I db ribt knbw whb is,_Soj right there, we have 
iust from one corporation, albeit a very large one, practically all the 
displaced workers that Marc Beridick tells us existed in the entire 
cbuhtry. _ 

Now^ I^hink Mr. Cetrbri shbUld have brbu^t us_up_tp_date_on 
General, Motors and the TJAW. We have, in fact,^^one beyond that 
to implement programs in terms bf retrairimg. "VOiile 
a-*5_far along as the Ford Motor Go.^ we do have programs in place. 
They lire operational, and we are retrairiirig a Ibt bf workers at Gen- 
eral Mptbrs. And that is more fully detailed in the statement. 

If you Jook at the body count for the autb iridustry as a whble, 

really is a pre^^^ We have lost something like 

300,000 jobs -just at the core, original equipment cbtnpariies in the last 
^ years. Ajid_ if yo^ in the suppHer workers, the workers that 

make the steel and rubber and the aluminum that go into the auto- 



51 



47 

mobiles, we are talking about an awesome total of some 1 million jobs 
but of bur NatibirK Inggest jhanufac^^^^ industry. 

And, despite the gains so far this year hi sales and profits— mbdest 
gains in sales and big gains in prbtits^the empldyment pictum has 
brightened barely at all: We have seen less than one-quarter bf the 
jobs that have been lbstjinc_e 1978 r^^^^^ as a result of the very 
modest upturn in the industry to date, 

If there is a recbyery underw^^ the aUtd industry*, truly it is a 
workerless recovery this time around. 

And^I think thatjhe polht that Marc Bendick misses is that we are 
in a period of very profound structural change in industries like auta 
It is not going tb be a cyclical recovery just, like all the other cyclical 
recoveries. _ 

If ybu Ibbk at the_f actors that affect employment levels in industries 
like auto — and let me focus on it specifically— we ar^ talking a^^^ 
a. mature market, we are talking about an industry in which lech - 
iioiogy IS going to be introduced at a rapid rate, raising prbductivity to 
unheard bf levels historically, we are talking about an industry in 
which unless the Domestic Gontent Law is enacted, we could see im- 
PPrts contin^^^ foreign sourcing by the domestic 
companies growjngj*apidlyxis well. ^ _^ __ 

The interplay of these factors paint a very grim picture on the 
]i)bs front, not only for tfie short term, but also for the lon^^^^ 
Ahdi if you look it other VAW industries, the picture is equally bleak. 
If you look at' our farm equipment industry in this Vouhtrjj we have 
lost s^bme thing like one-half bf the jobs in the last 3 to 4 years. And. 
by no means will all those jobs come back if, and wheh^ we have a 
cyclical recbvenr in that ihdiistr^^ , . , 

' Now, the evidence is fragmentary, but po? strpng^lS^ in the di^ 
tibn that workers who have been displaced rom basic industries like 
auto, have suffered very greatly, and have hot fared well in the last 
severa l ye ars. And even lidw tliere is very little indication that their 

lot is improving greatly. _^ , 

_ A studxwas done by researchers from Cornell uJiiversity of those 
workers affected by the Mahwah, NJ-rPbrdj^lant closing. ITiat plant 
clb^d iA Interviews in the summer of 198^ hy the Gomellrer 
searchers resulted in the finding that only half of those workers had 
found any job at all iii that period of more than 2 years since the clos- 
ing. And, if you look at workers bver the_age_bf $5^ the Percentage who 
had found jbbs drbpped to less than 40 percent. There were maior de- 
clines in family income; there were yeiy large increa^^ 
psychological and family problems not troubling the workers before 
the plant shut down. ^ ^_ ^ - — _ _ , ^ . . 

A more recent survey conducted in March and April of this year 
reinforces the findings of the Mahwah st^^ w ^ 

A suivey was jointly-undertaken by the Social Welfare Kasearch 
Institute at Boston College mth bur region 9A among xmemployed 
UAW members in New England. That survey indicattes that as much 
as 2T months after workersjost fcheirj^qbs^46 percent of those suireyed 
are still unemployed; fully one-fluarter of the workers survey.ed had 
exhausted all savings,^ their, entire lifesavings wiped out during J:he 
period of unemployment ; that 47 percent had lost half br mbre of theiir 



lifesavings ; that a quarter had rib health irisurahce during their period 
of unemploymejit ; and of the remainder, a quarter were paying 
P^®*"^"^s out bf ^t^ ranging from $100 to $^00 

a month, a tremendous drain on the limited family resources of these 

unemployed workers. 

Now, what has been the response of Go5fernment- to- this^ massive 
crisis? It has been me^ ai_best._ We haye had budget cuts 

afFecting social programs and the welfare of the unemployed unlike " 
anything we have ever ex^ cpMtiy in the last 50 years. 

If you take a look at tlie unempioyinent compensation program^ the 
^^^^^'^^ P^Ji^^erise for the u^^^^ in this country, there 

were only 44 percent of the unemployed who received any oenefits 
under that program iri_ 1982. such ratio ir* any 

of the postwar recessions, and a far, far cry f rora the 71 percent of the 
unemployed who received J^riefit^ ilL the Mvere_19^Ir-75 recessibn. 

If you look at employment and training, despite all the hoopla, in 
fact, we have had massive budget cuts, Bet weeri fiscal 1981 and fiscal 
1983,^ something like $4Sbillion was lopped out of the Federal budget 
for thesf! i^ctiyities, arid that is before ypu even inflation into ac- 

couht _Ti .e administratibh^s pro posals would c hop an other 8 percent ^ 

ou^of theseufuiictions for fiscal 1984. 

_^ Tlie Job Training Act, the displaced worker program set up under 
title III of -that le^slation is a welcome stey^ but aji extremely 
one. And the act itself, and in particular that program is, unfortu- 
nately, seriously flawed. There is, in part^cularjLrib public service em^ 
plpymerit of any kind,^ so we have no coherent program to provide 
jobs through the- Job Training Partnership Act.* It is sort of a mis- 
h6men_becaus_e there are no ]obs in the act. 

The funding is far too limited, the pefcentagB of the population in 
neeji to be serviced by these funds is tmy in comparison with the tre- 
mendous^ nee^ that does exist. There is no advance notice j)rovi^ion 
Pf any kirid iri the le^^^^ findings by researcher after re- 

searcher that timely intervention is absolutely critical if retraining 
arid other lajDbr mar^ are to be effective. 

We remain,^ essentially^ the only mdustrializsed country in the world 
withbut statutory req^^ on eihplby ers with respect to advance 

noLice before plant closings and mass laj^offs. _ _ _ 

ITle act is tUrther hari^ limit the effectiv€5- 
ness with which even the limited money provided can be utilized. In 
particular, stiperid undertakirifi; retraih- 
mg are seriously rcstrictedjinder the act. This has the effect ^at Jtnany 
workers simply caririot afford to lui if the 
training is potentially available to tliem. Howiit^he world is an un- 
^"^PJoyed 'workef wi tn no stipend, whb has exhausted _a^ 
posed to suppbrt himself or herself and his or her family during a pe- 
riod of retraming without stipends arid allbwarices ? 

_The absence of stipends arid allbwarices has the further deleterious 
effect of forcing 41 lot of the training that is takeri^ to he very short- 
term trairiirig,_wheri in fa^ rieeded is a much loriger course { 
of retraining if a worker- is to really effectively ^id] Ust. 

Supj^brt se^rv'ices cari ulsb bel very critical to the success of training 
and retraining efforts. And these are seriously limited under the 
legislatibri. 
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Crisis^ oounsejin/2:, intervention — oftOT an nnemployei, worker has 
Y'^vy ^PiioU-^ J>*^<>ypjiL^j U'i^J iinaHc problems that imist be dealt with so 
that worker can get back on his or her^feet before they can even think 
^hout retrainin^^ These sorts, of seryices_are simply not adecjuately 
provided for under the Jemslation, nor are they integrated with the 
delivery of the other kiMS of ser^acM* 

Child care is often a prerecj^uisite for a worker to ^undertake retrain- 
hi^?«_or to imdej-tak^^ i?Leanirigfu] job search. Xhis, is hot J>r^^ 

Transportation,^both to the place of retraining or in terms of job 
^?*U'ph Jissjstance, is i?rpvided. As for expenses for incidehtals i^^ 
cnri-ed in the Job search, there is little or no provision for any of these 
things in the leg^^^^ 

Another serious problem witt the law as it presently stands; is that 
*'^cre is no adeqiiate^^^ is a proyisioh 

regarding consultation m regard to programs aflfecting union mem- 
^^^s? hut there shou^^ be a prbvisibri iii fact requiring prior approval, 
hot just consultation. _ _ 

Tiic State job train jp^g gp^^ given a much 

more active role than they are by the current legislation. These coun- 
cils should review m are made oh which 

:(lislocated"vvorker programs will be funded. 

^^r^t^ Vespect to^^ GoyeiTime^^ role should be far 

more active than it is under the present legislation. There should, in 
P^itlcidarr be^ for perfprmance standards, so that we can 
make meaningful evaluations af which programs ^re succeissful, which 
;f'U\ures an^^ builAPlh thejDes^^ the worst. The recent 

regulations that were issued in this connection fall far short of what 
is needed. 

Federal leadership is also essential to assure that 4he dislocated 
wdHcer funds will b^ Right how we 

are seeing States falling behind schecluie with respect to the implewon- 
tat ion timetable unde^ which is simply inexcusable in 

view of the severe need that exists. 

But, ^ the bottom line in my _ vielf _i_s_ that training cannot succeed 
tinless it-isJinke d to th c-^eftt4or^-ofit>bs. O ur funJamenXal ec onomic 
Problem in this country is that we jip^hpt_put full em^^ any 
longer at the centerpiece of our economic poiic^jr. "Full employment" 
are^not diily words ; it ought to be the first priority of our ecdnbmic 
policymakers, and not the last. - 

And that means we need a fis^al^p^^^ mphetary policy with 

tliat goal and that objective in mind. And it means we needan indus- 
trial policy in this country with ^ e^^^ which includies 
as J)art of it an active international trade policy, including such 
measiu'es as the domestic content law. __ ____ 

__ And it means we need for the lon^ run^ reduced worktime legislation 
for as new technoloiry is introduced into the workplace^ we must reduce 
wbrktime to share the available work more Broadly. _ 

And it means we need a labor market policy which ^yes realjippe" 
for displaced and all the unemployed^ and not just empty 

promises^And it cannot be done without ade'guate r(?sburces and com- 
yilt^LUient— there is no free lunch' in this area. We have to put the 
resources into it. We have to make the commitment. There are ways 
the money can be found. 
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The defensa budget is grossly dWrblqated Jt coul^^ ciUt.'TEere are 
tax loopholes for the benefit of the wealthy and the corporations which 
could be plugged. There are many ways in which the resources could 
be found. 

Thank you. 

[The prepared statement of Mr. Friedman follows :] 
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PREPAB^ Statement of " Sheldon Friedhan 



Thank you for this opportunity to present the UAW's views on the nature 
arid magrriitude of the prob|enis facing structurally unemployed workers, and the 
inadequacy _ of current public ^ctor programs to deal with these problems. 



There has beeri a massive dislocation of American workers in recent years 
fesultir% from the interplay of footloose , capital, intensifiea international competition, 
energy shocks ana failed arid mij^ided government economic policies — most notably 
tight money and its disastrous cbrisequerices: sky-high interest rates and an over^valued 
dollar. The Congressional BQdget Office estimates that riibre than three million persons 
are victims of economic disloeation. Many of those workers are members of the UAW. 



Five years ago, the auto industry arid its suppliers provided nearly 3,4 
million jobs. In 1982, the total was ^own to only 2.3 millibri. This year, despite the 
fact that all of the Big Three auto companies have moved strongly back to profitability, 
we estimate that industry employment will be just 2.5 million, 900,000 below the 1978 
level. \ 

Sizable job losses also have occurred in other UAW-represented industries, 
including the agricultural implement manufacturing industry where employment is dowri 
more than 50% from its level of four years ago. 
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For years social scientists have been stiidylhgr the hiimah impact of 

economic decline and dislocation. Studies have linked uhemplbymeht to physical and 
mental health problems, to ihfanJ: . mortality, suicide arid divorce. 

— " For example, the New York State School of Industrial and Labor Relations 
studied the impact of the Ford Mahwah, New ''Jersey plant closing on 5,000 UAW 
members. The researchers found that health, emotional and family problems increased 
f'rdmatically after the plant shut down. Two-thipds of the workers surveyed reported 
problems with tension, depression and insomnia. Over half reported that their families 
were also cxpcriericinf emotional or physical health problems. Nearly all of the workers 
who reported problems felt that those problems had resulted from, or had been made 
Worse by, the closing of their plant and the loss of their jobs. 

But studies and statistics alone tell only part of the story about the people 
who bcar«the burden of unemployment. We have seen the pain caused to countless 
thousands of our members as their lives have been shattered and their dreams lost. 

Because of the UAW's concern about the availability of re-employmerit 

opportunities for our members, and the uncertain ecbhbrhic future thiat many curreritly 

employed members are facing, we have given training and retriairiirig a high priority bri 

our collective bargaining agenda. At the sajne time thiat we have beeri establishing 

/ _ _ . _ _ _ __ . 

training programs under our ricgbtiiated agpeemerits, we have continued bur legislative 

efforts for national pblicies tb gerierate ecbribrtiic arid cmplbymcnt growth, because 

without such policies, trairiirig prpgrariis cari have little value, 

. . _ . __ '/ - - 
Negotiated Jbirit Labbt^Mailagement Programs 

Early iri 1982 the UAW established important new training programs with 

the Fbrd Mbtbr Cbmpany and the General Motors Corporation. The program at Ford 

is called the UAW-Fbrd Employment Development and Training Program and the General 

Mbtbrs prbgrdm, the UAW-General Motors Joint Skill Development and training 
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The focus of both programs is to develop jointly — that Is, the Union and 



management together — programs to provide trainin|% retraining, and developmental 
opportunities-for active-and-l«id-off UA W-represented workers. For laid-off members 
this includes job- finding assistance. For active members this means assistance to 
enhance job security and upgrade skills. 

Financing for both programs is provided under the collective bargaining 
agreements at 5 cents per hour worked. This has amounted to approximately $10 million 
a year going into the UAW-Ford training fund and about $40 million a year into the 
UAW-GM fund. ^ 

Under the UAW-Ford program the first step taken was to establish a 
jointly directed National Developmerit and Training Center ori the campus of Henry 
Ford Community College in Dearborn, Michigan. The Center plans, designs, arid 
cbbrdiriates programs — relying primarily on existing community educational and 
counseling resources. 

The first programs began in the summer of 1982. With Ford's UAW- 
represented workforce at the time down by 90,000, initial program efforts were aimeds 
at laid-off workers. 

The first program implemented was the National Vocational Retraining 
Assistance Blan — a program of pre-paid tuition assistance which pays tuition costs up 
to $l,bbb a year for qualifying iaid-off workers so that they can pursue self-chosen : 

education and training to improve tlieir chances for reemployment within or outside 

1 I 

the company. \ 

Tuition assistance ir\^ itself is riot riew at Ford. There has Ibrig b^eri a 

riegdtiated prbgrarii that bffers tii^tibri assistarice tb active wbrkers^ What is riew, 

hbwever, is that (l) eligible laid-bff wbrkers are ribw receivirig such assistance; (2) the 

plan prbvldies pre-t)aid tuition in re^gnitibn of the fact that laid-off Workers) are less 
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likely to have "iip front" money for tuition; lirid (3) there is no requirement that 
educisitibn be specifically related to the laid-off worker's former job. 

In August of last year, the National Center mailed brochures to 18,000 
workers describing the tuition assistance program. The response was enthusiastic. So 
far, over 2,800 course enroll mehts have been approved and an average of 100 applications 
. arc coming in a week. 

Recently the National Center profiled the first 600 workers who have 
participated in the plan. Over 50% chose two-year vocational education degiee programs, 
almost all at community colleges. Of those who chose two-year vocational education 
programs some 57% chose electronics, robotics, or other technology-related course work. 
Of the 13% who selected four-year coiiege and university programs, a third chose 
business curricula and one-quarter chose engineering or the sciences. These workers 
tended to select full-time course loads, with the plan paying approximately 95% of the 
average cost of 'tuition and compulsory fees. 

The second UAW-Ford program implemented was the Targeted Vocational 
Retraining Project, or TVR. Targeted Vocational Rotreihirig is Intensive, full-ti'.ie 
retraining — generally technical in nature — which win lead to skill certifications in 
specific occupations. 

Projects are established only where there arc definite job prospects, and 
quality educational institutiot^s and vocational training programs, are available. Once 
training is completed, workers receive job placement assistance. ( 

The first two TVR projects were for welding, and tool and die certifications, 
involving 72 laid-off workers from several Southeastern Michigan plants^j Forty-two 
recently graduated, and close to half already have found new jobs. 

Other TVR projects have been initiated at five locations across the country 
— Sheffield, Alabama; Sah Jose, California; Nashville, Tennessee; ahci two rrietrbpblitan 
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areas in Michignn — with 300 liiid-off workers receiving training ranging from microwave 
technician to video production technician." 

the Career Counseling and Guidance Program was the third early program 
foprhulated. It assists both active and iaid-off workers to form and reach personal and 
ciareisr goials* So far, six joint local employee development committees have initiated 
career couri: llhg arid guidarice for 900 laid-bff members in Michigan, Ohio, Minnesota, 
Tennessee, arid Alabama. 

Sabsequerit to these three early programs, there have beeri other activities, 
including career day conferences, special career plari'siirVeys, job search skills Workshops, 
and special plant closing assistance. 

Under the joint UAW-GM program, our initial efforts also coriceritrated 
on Iaid-off workers. In late 1981 and early 1982, the closing of the Fremont and 
Southgate, California car assembly plants idled some 9,000 workers. Rec(^izing the 
high priority for reemployment and retraining for these workers, the Joint Skill 
Develbprheht and training Cbmmittee, in conjunction with the state of California, 
created a prdgrairi of skills assessment, job cburiselirig, retrainir^, and job placement. 

Orider the prograrii which began last fall and v,*n ruK thrbugh the end bf 
this year, each worker is registered at a reeriiplbyifierit center where a review Is made 
to ideritify experierica, skills, iriteresfs, arid goals; A determlriatibri is made of whether 
a worker has marketable skills, or is iri rieed of retrainif^. 

At the time of the skills assessment, each worker's personal needs are 
also assessed, and a variety of personal and family services are offered to help deal 
with individual problems. 

Workers with readily marketable skills and those who develop such skills 
through retraining are also provided with job search assistance; how to find local job 
openings, how to secure interviews, and what to expect in the interviewing process. 
In addition, job referral and placement assistance is provided. 
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Workers requesting retraining receive a retraining assessment, and 
individualized retraining plans are developed. Individualized retraining plaas involve 
either acVeloping special training courses or locating opening in existing training 
programs. Contacts also may be made with employers to establish on-the-job training. 

About 1,000 workers are expected to soon complete classroom training 
and wiii be joining those already waiting for placement. To meet this need^ a marketing 
plan is being developed to seek out prospective employers and arrange for placements. 

the first set of statistics from the project shows that 85% of 8,900 eligible 
Workers have registered in the program. Close to one-fifth or 1,300 have found jobs. 
Approximately 1,800 have received job search training, and 2,100 h?»ve been enrolled 
in training prbgranis. 

In addition 16 the USW-GM California project, agreemerit has just been 
reached to establish a jointly administered development and training center in Flint, 
Michigan; This center will serve the needs of over 10,000 UAW-represented laid-off 
workers in the Flint area, as well as the currently employed whose skills may soon 
become obsolete. 

Under the proposed program, workers requesting training will be given an 
employment assessment and matched against available jobs within the corporation and 
In the local job market. 

Lai.i-off workers not prepared for direct job placement will be able to 
choose among self-selected formal education or retraining under a plan of Up-front 
tuition iassistahce of up to $1,000 d year. Eligible active workers Witt be placed in in- 
plant training programs. 

UAW efforts to negotiate training programs have not been limited to the 
QUto companies. We have also established programs with companies in the agricultural 
implement industry where our members have also been hard hit by layoffs in recent years. 
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At International HarvesUr, for example, In addition to negotiating tuition 
reriiud for iah-off workers, the XJAW negotiated an oatplecement as-sistarice program. 
Under a special three-year $1 million budget, a variety of job search Service are 
provided, including training in writing r^umes, information on job opportanlties, as WeU 
as information on available support services within the community. 

Theise services have been made available to' 12,000 workers idled by plant 
closings in Kentucky, Indiana, and llliribis. Of the 4,800 who have gone through the 
program so far, about one-fifth hiave: found jobs. 

Early experience with the negotiated programs Has been positive. Laid^ 
off members arc receiving training and other rervices which have cr will help them 
regain employment- Programs underway for active membHrs are enhancing their current 
cmployability or qualifications for job upgrading. 

These programs which have been negotiated by the USW have ah important 
. byproduct in that they provide a forum in which to exchange ideas with manage merit 
on how to develop better and more advanced ways to satisfy oor members' training 
needs, the true potential of these programs will only be reached when dislocation 
situations arc identified ahead of timo so that training can be initiated in time to 
'jpdatc did skills and develop new ones before the jobs are lost. Workers could then 
remain bri the job or rriake lateral or upward job moves without having to suffer the 
trauma of uri employ merit. The importance of advance notice and adequate lead time 
cannot be overstated, especiially iri view of the rapidly changing technoi<^ in the 
nation's plants and offices; Iri the alitd iridiistry alone a ten-fold increase in the robot 
population is expected between 1982 arid 1990, potentially displacing 40,000 worker.^. 
Union/Company Initiatives Cannot Solve the Problem; Federal Sctldri Required 

The UAW intends to build on these accdmptishmerits at the bargaining 
tabic but the problem of worker displacement cann&t be solved solely thrdugh 
union/company initiatives. While we have been successful in providing trairiirig arid job 
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search assistance to thousands, hundreds of tHousaitas need such help; Reaching: aU of 
the Workers who need tratnir^ requires a strong commitment arid decisive action by 
the federal government. 

The federal government also has the responsibility to provide a safety net 
of social benefits to American workers who lose their jobs, and has the responsibility 
to implejpent policies which result in economic growth and full employment. 

it is most unfortunate that at a time when the need for federal commitment 
has been so great, the Reagan Administration has severely cut back federal resources 
for training activities. Spending for all employment and training activities in fiscal 
1983 is expected to total $5.2 bJlibn, $300 million less than in 1982 and $4 billion less 
than in 1981 — before taking iriflatibri into account. The Preaiderit^s 1984 budget 
proposal wbiild cut employ merit iahd traihihg butrays even further, by prbpbsihg that 
only $4.7 billibh be spent, 8% less than in fiscal 1983: 

Those in nepd of public erhployment arid training c^istance wtU have to 
rely on a reduced federal program — the Job Training Partnership Act (JTPA). JTPA, 
which replaces the Comprehensive Employment and Training Act (GET A), is seriously 
inadeqaate in a number of respects. It does not, among other things, provide for public 
service employment. 
Dislocated Woricer Program Untfer JTPA 

One positive aspect of JTPA is ^hat it establishes a dislocated worker 
program. The UAW is gratified that Congress provided some funding, though at a 
minimal level, tor the dislocated worker program in the present fiscal year. 

Iri states where sizable riumbers of bur laid-bff merhbers live we are 
actively pursiiirig bpt-v^rturiities urider JTPA. Iri Ohio, fbr example, through the efforts 
of biir Natibnal Aerospace Department arid Ohio regional offices, the UAW has received 
a gtarit frbm the state's JTPA dislocated worker fund to work jointly with Rockwell 
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International Corporation arid other aerospace empibyers to design a proKram whitsh 
will nateh displaced auto workers with emerging aerospaco jobs. 

A grant has been secured jointJy by the State of Alabama, UAVV local 
leadership in Sheffield, and the DAW-Fbrd National Training Cinter to provide Instruction 
in robotics maintenance, computef-aiaea draftirig and computer programing for 650 
UAW members who lost their jobs when Ford Motor closed its Sheffield, Alabama die 
casting plant In July. 

the UAW Job Development and Training Departriierit has cbritiriued 
programs carried over from the CETA program during the JTPA trarisitibri ph^e 
— iricludirig those targeted toward displaced workers from auto and other industries. 
These are well established and Extremely successful programs and we hope to be able 
to continue them under JTPA. The UAW also has submitted proposals to establish job 
clubs to rb-tench job search skills to dislocated workers in Michigan, New York, and 
Alabama. 

Inadequacies of the JTPA Prbgfatn 

The JT?A dislocated Worker program, however, is not large enough to 
meet existing need. V'ith the funds available in this fiscal year, fewer than 4b,t)0b 
workers will be served and the Administration's furidihg proposal for next year would 
enable only 9 6^00 0 workers to receive assistance. Moreover, it is uricertairi that the 
available funds will be able to provide even these few workers with the full cdmplemerit 
of services that are necessary to enhance their ability to regain employmeht; At the 
very least, this program should be funded at $2 billion in the upcoming fiscal year. . 

One of the most important elements missing from the dislocated worker 
program is the requirement that a company give advance notice when it closes a piant 
or lays off a portion of its workrorce, ^^uch as would be required under H.R. 2847^ the 
National Employment Priorities Act, which we support, when sufficient advance notice 
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is given there is tijhc to develop and iriipteriierit a plan to help workers d&tain the 
necessary training and line up new jobs before the plant closes of the layoff takes effect. 

The present stractare of the dislocated worker program also has serious 
limi'.ations which hamper the effectiveness with which even the program's limited funds 
2an be utilized. Restrictions on stipends and allowances prevent many workers from 
participating in training programs because they lack the financial resources to support 
themselves and their families while In training. Limited availabiiity of stipends and 
allowances also tilt training programs in the direction of shori-term training, which 
often fails to develop the skills necessary to qualify for good lbng*term Jobs. 

Under the current pfbgfam, supportive sefvices are forced to compete for 
ist small pool of potent iial funding: These support services can be of cfUcial importance. 
Often the availability of crisis intervention and counseling sefvices, such as family and 
cfcdit counseling, af c a pfe-cdnditidn fof si'^cess of tfaining of other fdfms of assistance. 
Many dislocated workers, particularly those who have been unemployed for some length 
of time, cnnnot pay for transportation to the training site, and do not have money for 
lunches, telephone cplls for job search activities, and transportetio'n for job interviews- 
In some cases, single parents arc unab*e to participate in training programs without 
child care. 

Limitations on stipends, allowances, and supportive services should oe 
removed, and the program should be expanded into the areas of health care protection 
and assistance with mortgage payment difficulties. 

The program also wbUld be riibfe effective if more opportunities for 
rrieiahihgfUl input fforii labor unions Were available. The law presently recognizes the 
*npoftant role that labor plays in developing programs to assist dislocated workers by 
providing that programs to assist anion members will be established after full consultation 
with their labor anions. Because of their vast experience with assisting workers and 
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helping to rasolvb worker problems j labor unions are in a unique position to render 
meaningful and effeetlve eounsel regarding training and trainln^related programs. 

Our early experienee with state Job Training Coordinating Couneils («ITCCj 
indieates a real need to ensure an active role for these councils. Members of these 
councils represent a broad cbhstituency within the cbmmunityf inpludihg labor, and can 
provide importaht input arid valuable resources for meeting the employment and training 
needs of dislocated Workers within the states. It slibuld be required that state JTCCs 
review and comment on sll dislocated Worker programs before decisions are made on 
which projects will be funded. 

The federal government also has f\ fa** more important role to play than 
that which it has been assigned by the current *c^^islation. Congress may have intended 
that the states have flexibility in the design and administration of programs, but this 
should not preclude the federal government from providing guidance to ensure that 
programs operate effectively and equitably and achieve common goals. Indeed^ Congr^ 
clearly expected the federal government to set minimum guidelines to ensure that the 
objectives of JTPA are met and a cohesive program develops. 

One area where the federal gbverhmeht is expected to. take responsibility 
is in setting performance measures. Without a hatibhal system of reporting aiid 
perforin nnce standards, it cannot 5e determined !vhich training approach^ work best 
and which fail to justify continued funding. Nor will it be possible to use the JTPA 
experience to assess the broader policy implications of employment and training programs 
— so judgments can be made on future policy directions. In the development of a 
national system of performance standards, it is important to recognize that standards 
be designed to .be sensitive to, and realistic about, the economic conditions within 
individual states. In recognition of the importance of national reporting, the Department 
of Labor has jiist issued regulations on reporting requirements and performance standards.. 
Unfortunately, these regulations fall far short of meeting their objective. No fbllbwup 
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information on workers who have participated in the dislocated worker program is 
required, limiting the aljility to properly assess JTPA-funded programs. 

Effective federal leadership also has been lacking In the implementation 
timetable under the dislocated worker program. States have been behind the ihitiGil 
schedules set for them, and have been slow to bbligatc their disloedted worker funds. 
Pcderal leadership is heeded to ensure that states act promptly to put in place dislocated 
worker programs. 

Not only should Congress act to coffect these inadequacies, it should 
develop ways of handling dislocation which demonstrate a real government commitment 
to help Workers* Wc would suggest looking at the experience of other industrialized 
countries in designing employment and training programs, particularly with regard to 
displaced workers. ; 

In Canada^ for example^ advance notice of plant closings is required by 
provincial law. This requirement provides companies and unions time in which they 
can call upon Canada's Manpower Consultative Service for help. In an advisory capacity 
the Service assists the parties to devise and operate a plan to place workers in other 
jobs before the gates close. When necessary, the Service helps workers riidve to where 
jobs are, retrains them, offers them job search assistance, and supplies major bc.iefits 
siich as health insurance during the transition period. 

Western European cduntfies and Japan aJso handle plant closings and 
per ma hen t layoffs in ways that ore far in advance of the U.S. in their concern for the 
affected workers and communities. 

In Germany, advance warning is required of plant closings. Before a plant 
can close, the company and its works council must draw up and agree on a "social 
plan" that spells out a course of action for each affected worker. For some workers 
this may involve direct piacement in other jobs. For others it may involve retraining 
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or reibcation. AilhoiiicH rtiMdJiistment assistance usually is a company responslbiiityi 
government subsidies arc available. 

In Sweden, advance notice of a shutdown is also required by law. 
Regional Labor Market Board takes primary responsibility for helping workers regain 
erhplbymeht, Iirirhediiately after the eompariy ahnburices the expected closing, the bbard 
establishes Job-find ihg centers at the closing facility which tie into a riaticmwide^ 
computerized job Vacancy identification system, Cbmpariies are required tcy list oil 
vacancies with the National tabor Market Board, arid federal furids are avafiaolqr^br 
relocation assistance and retraining. 

The focus of tlie dislocated worker program — and all training programs 
— is training. However, no amount of training and job-search assistance .Will help if 
jobs do not exist. The fundamental requirement for the success of training programs 
is employment growth. 
Conclusion 

To assure steady economic growth arid full employmer^t, we need a coherent 
full emplbymerit macro policy, coupled with an industrial policy which includes a system 
of riatibrial planning tb manage bur resources in a mariner that best serves the coiiritryV 
needs. Trai rii hg programs shbuld be ari iriipbrtarit corripbrierit of that policy, as shoiild 
the regulation of plant closings and provisibri of a guaranteed social safety riet/fbr 
dislocated workers. j 

The UAW will continue Us efforts through Collective bargairiirig tb^^rbvide 
its members with training, retraining, and job upgrading opportunities. At ^e same 
lime, we will continue and redouble our political efforts on behalf of sou^ national' 
policies that will create the jobs for graduates of training programs, to find. 
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Ropi'osoiitativi* LrxoifK.v. Thank ymu Mr. Frieclihah. 

Next wc would V\ko, to hoar from Harley Shaiken; profe^or; Massa- 
chusetts Institute of Technology. 

STATEMENT OF HAELEY SHMKEN^PROITSSOR^MASSACH^ 
INSTITUTE OP TECHNOLOGY, CAMBRIDGE, MASS. 

^Ir. Shaiken. Thank you. Congressman tungren. i am pleased to 
be he re f b r t hese issue s because 1 1 h i nk th e whole issue of tr a i nirig and 
retrainmp^ has received inadequate attention inxhe context of indus- ~ 
trial dev'^elbprhent and issues of employment tp^da^^ 

What I would like to do, I would like to explore brififly three areas 
and their implication on issues of training and retraining: :_First, m 
I think that current tcchiiological transformation that has taken place 
is in fact fiihdmentally different than what wel ha 

-Second, the consequences that we are currently experiencing or in- 
adequate training for the development and use of autpmayon;^i_woi^^ 
argue that in many ways our lack of adequate retraining is warping 
the process of technblbgical develbpmeht which carries a very high cost 
for today and tomorrow. _ _ 

And fmally, the disturbing reality that training prb^ams, no matter 
how well conceived and executed, will not make up for a shortfali of 
jobs. 

First, I would like to briefly look at the scope of the changes tliat^are 
taking place today, bf the decrease ih cbst ah^^ 

tion of microelectronic^ technology in spreading automation to a wide 
range of areas where it has never oeen bef bre, 

Tlie extraordinary flexiV-ility ai this technolo^ has resulted in the 
factbry in robots, flexible mahufacturihg systchj 5, com 
chine Itools, automated parts handling, and a wide variety of other 
technology. ___ 

The itiarket for factory automation promises by most analysts to 
grow very rapidly in the cbmihg decade. One of thejnore^c^^ 
projections is by Predicasts^ the Clevelaniconsulting groui), that looks 
for an annual growth ratt* of 15 percent. This wbuld^ 
for factory automation of about |37 Hllion in. the mid 199i5's. General 
Electric, a little more optimistic, looks toward a market of $30 billion 
for factory automation m the early 199b's. 

Now, automation in the factbry, of cburseiLis npt some^^ 
new. But the extraordinary flexibility of computer technology extends 
the reach of automatibh tb the service sector ahiJ;p^ 
• If anything, the growlh of automation in the office will proportion- 
ately bo far more rapid than what we have ex^ 

Sbrvicos, which are often, promised-as the area of economic grbwth 
for those people who are displaced from tradition 
occiipatlons, will itself have a much higher rate of introduction of new 
technologies in the manufacturing sector. 

Alroa<rv, services cojji prise 30 pjnrcent of total business investment. 
This is a very rapid climl) froni the Ifi porcont that the services com- 
prlsod as rarly as a short time ago as 1975. Of course, the investment 
of $1,000 in tlie service sector in automation or in the office has a much 
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larger impatt than in the factory because these sectors are still much 
less capital-ihtcnsive to start with. 

In any case, all of this amounts to the be^ning of very rapid and 
pervasive changes that we can expect to see. One of the key differences 
of niicroelecti'onic-based automation is that we are no longer speaking 
about a simple or single machine, whether it is a word processor in the 
office or a robot in the factory^ So to focus on any single technolos^ 
Kach. as Tobot5~ in lei jus ul the tMui^Ioyixieht implicati on s of this tc^ - 
iiology extremely misleading. We are looking at _a new way of Drga- 
hiziiig production, whether it is the production of a product or the 
organization of services. 

As a result, the scope of this technplbgy is much mpro 
So rather than really speaking about a new lathe in the factory, com- 
puter-aided design affects the very process of plrpduction f 10^ the tjme 
at whicli a designer conceives of a new product and when it is actually^ 
produced in the factory, And all kinds of interniedi^^ 
tioiis are cither eliininated or dramatically U'ansfornied as u result of 
aiitonintibn. 1. ^ 

In t;ict, it is this elimination- of many hii^hly skilled antermcdiate 
occupations that presents cohMderaW^^ in J^iTQ^_of trainih^^ 
and retraining. We are. not simply talking itbout displacing assembly 
workers witli r6b_Qts,3Ye Arc_also reMisticaHy lobklng^^ 
ment of manufacturing engineers with computer-aided design and the 
vi rtu al el i mihat ioh of d raf tj ng^ one_pf th e more skilled occ up atiq for 
wliich people displaced in the factory have been trained for m the past. 

Also, the rate of obsolesce^ of change of computerizati^ 
is much more, rapid than conventional forms of automatioh. In the 
past, j)erha|)s 10 years w^ reasonable time to look at the obsolescence 
of a new piece of factory equipmehL Today, 3 to 5 years is far more 
realistic in terms of the new capabilities of ongoing forms of auto- 
matioh. __ 

Of course^ this has very real implications for training because it 
raises the issue of training and retraining as a cohtinupus process 
rather than something that can only be dealt with at a point of crisis 
or one shot, so to speak. 

I think we have had veiv serious failin|^ in-the past and currently 
in the area of training and retraining. These failmgSj^asideJrp^ 
enormous human cost that goes along with them, cari^ a very serious, 
thouj^ hidden, economic burden. The skills are not availa^^^ 
areas for the effective operation anr maintenance of computerized 

production systems. _ ^ 

- This burden is exacerbated by what I ^ would call a technological 
illusibn that _au_tb_matica_ny_i^^^ technologies eliminate skills. Itl fact^ 
in a wide range of occupations this does happen. But at_key bottle- 
necks^ skills remain pivotal for the effective operation^ of new tech- 
nologies. And the failure to provide adequate training in the past or 
thc_ taj hiJie to j?royide retrainirig today^ in effect, inst ires that these 
systems will not operate at nearly the potential that they could. „_ 
/ Thcre^ in fact, is ah enormous productivity loss by not having the 
aderjuate i^kills available to operate and maintain hew forms p^^^ 
ihatibri. But in many cases, rather than invest in^retraining, ^obviously 
considerable investment, a shortcut today is being taken in a wide 
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range of industries. Rather than train people^ Uie sol^^ 
a teciuidlogical fix: pravide machines that no longer need skills, de- 
velop automation in a direction where training is np .longer necessaix-^ 
And I think tliis is a very shorteighted, if not disastrous, direction 
of develbpinent It warps pf_autxan_atip^n bot^_in_a^ra- 
ductivity sense and- also in th&hraxian sense in terms of the erosion 
of t_he_ quality^ of Ufa on Ux^ 

-^i4;-is-easy-4x)-«ee-why^'ii^chno many instances,^-is- pre- 
f eri-ed tp the amount of investment _a^^ iiecessary f or adc: 
quate training. Simply put, training is measurable. The dollars that 
go into training today are very measurable. It is a very easy^ thing for 
a firm to say^ we will not invest in training because the consequences 
PEtly show up^ later, It is a little bit like trying to ecpnomize on your 
vehicle transportation by not charging the oil in your car. You will 
certainly be able to ihcasuie the very realisUc savjngs 
the ultimate damage, I think, comes later but is far more serious and 
cbstly.___ '_ 

in fact, it is ironic that by developing very complex machines and 
sys}oms tp_aYpid train ijig and retraining people, we wind up with 
coi'^i'lex, expensive, prone \o breakdown technological systems, which, 
i f any th ing^ dp hot begin t p.realize the potential of cpinputerization. 

The choice is not between^ the development of new technologies 
based on in\croelectrbnics and cpnyehtiphy system^^^ is de- 
vjcioping technology in a way that can fully utilize the skills and 
the extraprdinary Im talents that are uniquely^ this 
requires an investment and a considercble investment in training and 
retraining. 

Today, m areas such as metal working, much of the success or even 
the limited success of certain industries is based on skills that were 
developed in the i950's and i96d's and not developed since. Obviously, 
these skijlsjvyiU not b^^ the lack of training even 

could become more costly as we proceed. " 

But the technological transfbrmatibn underway has far broader 
implications than simply a question of fitting people into hew slots, 
as critical as this i.s. The real issUe, I think, is tlte fact that we may 
he experiencing a shortfall of jobs and training. Xb inatter hb\y etlec- 
tively training is carried but, if: is not a substitute for an adequate 
number of jobs. ; 

The pattern^ ^l^e calmer Jiattern in industries today^ such as auto, 
steely and other manufacturing industries, is that the high unemplpy- 
ineiit wa.s the result bf market fbfces or failure in the market, a re- 
sult of a variety of market-refated thin^^. But the numbesr bf pebjile 
that will be called Ijack tb the job will be diiuictly dependent on tJie 
way hew technblb^ies are used. I think liere the picture is verxg^rim 
and very clear: high tech alone will not provide nearly enough jobs 
fbr those people who have already been displaced. 

In fact, if w^ look at overall proiections foi* the economy, such as 
thb.se dbhe by the Orgahizatibh for Ecbnbm 

opment whi^^h ^ere^leasei in .Tuly 1983, the report predicted real 
RNP growth in the TTnited, States w^ 

percent in 1984: Noncthele.SR, arrording to the GEC55, unemployment 
cbiild remain high as 9.5 percent in 1984. 
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And if anything, I would argue that the GECD dramatically under- 
states the impact" of techridldgy on enipldyment. So these figures, if 
anything, in term>s of employment are conservative, yet they posit 
relatively dptimistic rates of growth. . . ; 

Beyond this in many industries automation is being introduced Jh a 
\vay that pdlarizes the work force with a small number^ of highly 
skilled jobs at the top which arc rolntivel^ well paid and a niuch larger 
numb e r o f l e s s s ldllc d^andjeiss-dysirablfr-jobs at-the-V ottom^ — ^ 

This not only creates a social problem^ it creates in particular new 
prdbleins fdr training and retraining, because niany of the inter- 
mediate steps whicli traditibhally people who are displaced _f^ drie 
occupation were trained into are no longer there. This means that the 
jump in many cuses is a much Jarger one _and_ the ien^^ 
required and the resources required to fit people into the ne'v slot , that 
are bpohih^ up are cprrespohaingly also mugh larger. 

In conclusion, I tliiitk it would be a mistake to under»*stiri:> te the 
very rapid and peirasiye nature_pf technological _ch^ ^ dd ay and 
the clear implications this has for training, i think a substantial 
an ipui 1 1 M w > re Fede ra_l_ cpordinatibn, and respu rces a re ^necessa^ 1^ 
insure that the right jobs are targeted for training. 1 think the focus 
P_n JP re t r a i n i m»:^t h 

is far more effective than retraining peoph after they are unemployed. 

However^ we j-re hot starting ^rdm g^ The one 

thing that I think is of critical importance is the fact that we have 
already 9.5 p^erceny? force unempro^ed a^ millions 

more m involuntary part-time work, whicli is an efi^ective form of 
bidden uMn^plc^I^ent ^ So that the real danger that the Idng-tenn 
unemnloyed will receive the least e^tquato training as they lose ties to 
the industries in which they dnce wdrked. 

i agree with Mr. Friedman that instruction in skills alone does not 
cdristitute a meaningful retraininjg program. A stipend and the re- 
sources to move into new jobs are absolutely necessary. But even here, 
for laany sections df the country, retraining and stipends aione toJI 
not be enough. In areas such as Detroit that have been devasta ted, by 
technological change or that may be devastated by technological 
clip.hge, and certainly have already bech d^^^^ 

failure of the automotive industry, more than simply retraining and 
rerpcatipn is nece^ 

The development of industries capable of using the existing skills 
and resburces as part of the larger industriy program is yital. Tp 
seriously talk about retraining is J» talk- about the commitment of a 
iUMtJ^htial humber only tting that could be mora 

expensive is doing nothing in this area. Thank you. - 

[The prepared statement * Mr. Shaikeh follows :] 
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Frepai:ed Statemeitt or Harlet Shajiken 

Microprocessor and computer technology are being used to 
revamp virtually every occupational category in the economy, totally 
automating some jobs anci dramatically redefining others across 

-ai~~^^aDae~P^^^ndus]ExXes: f semiconductor: production to ..locomotive 

manufacture. Adequate training for those individuals who are affecteci 
By those far-reaching changes is essential both for a hiixnahe transition 
and a productive use of the new technologies. I would like to 
explore three aspects of the technological transformation underway 
arid their implicatibhs for provaaihg effective trairiihg programs: 
first, the magnitude and unique character of the technological changes 
taking place; second, the cbnsecjuehces for the development and use 
of automation of inadequate training; and, finally, the disturbing 
reality that training programs, no matter how well conceived and 
executed, will hot make up for a short fall of jobs. 

Under virtually ciny circumstances, training and retraining 
are important concerns. Today, however, with exceed iiq ly rapid and 
pocvasive technological change as well as nigh unempioyr.t nt , training 
is an especially critical issue. Tfie scope of the techno i :)gicoi chanc,i.'s 
tak.: ng place today is unprecedented^ the decreasing co- . r-.:id ihcrf-asing 
sophistication of microelectronic components maKes possible- 
extiaordin.iry range of automated equipment. in the tactbry, ci -^i^utnr 
tochribibcjy is the basis for new forms of automation sucn as robot i.. 
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computer numerical control (CNC) , flexible manufacturing systems (FMS) , 
automated material handling, and a host of other macJiihes. Most 
analysts feel that the growth of the market for factory automation 
will he rapid in the coming decade, although dbviously it was 
temporarily slowed by the recession; Typical is the prediction by 
Predicasts, a Cleveland-based consulting firm, that factory automation 
sales will grow at a rate of 15.2% annually, rising from $7.5 billion 
a year currently tc nearly S15 billion in 1987, and $37 billion in 
1995. General Elecfric projects a market for factory automation in 
the heighhorhobd of $30 billion in the early I990's. 

Whilr automation in tne factory may not he a new story, the 
extraordinary versatility of computer technology also affects thp 
office arid the service sector.. As word processors, electronic mail, 
and a variety of other tecnnoiogies are introduced into the office, 
the mari^et for office autbmatibri cdiild rise even inbre ratsldly than 
in the factory. Dataquest, for example, projects a passible annual 
growth" rate r f '* 't\ a year thrbugfi 1986 for all electrbhic bffice 
equipment. Mc^-ebver, there is also ah explosion of new technologies 
in the service sector. Services now comprise 30% of total business 
investmrnt, a rapid climb from bnly ".6% in 1975." (The investment 
per service worker soared from S415 in 1975 to $81^ in •1982). And 
i:he inves':ment of $1,000 in the less capiuai intensive office or 
service sector has a prbpbrtibhately greater impact than in the factory 

In whatever economic sector investment in new techriblbgy 
takes place, it represents only the beginning. Aside from the lev(-i 
of investment, the development of computer -based automation is 
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cnaracterized by a systems approach arid &y rapid technological change." 
In the past, the introduction of a new machine might affect one 
or oven s«jveral bccupatohs while leaving the rest of the production 
process untouched, A r.^^w '.ith^ in the factory, for example, wOuId 
cortainiy not direrct-ly impact the engineering department. Today, how- 
ever, cOmpCitef ize^ systems are transforming operations from the 
point an engineer conceives of a product to its actual manufacture. 
Cbrnputer aided design (CAD) not only affects what a senior design 
tH'Uneer does tout transforms other subsequent occupations such as 
hooi design anc. eliminates other joiDs altogether such as drafting. 
Moreover, while traditional industrial equipment may have become 
slowly obsolete over a decade, programmable machines and systems 
ccin often become very dated in three to five years. 

•f\ist and current failures in th-e area of training, aside from 
t.heir incalculable human cost, now carry a serious, though hidden 
cconbinic burden: the skills are hot available at critical points in 
both operation and maintenance to effectively utilize many of the 
now r>y stems. This burc-n is exacerbated by a technological illusion 
that conputoii^od processes always require fewer skills. In f act , 
in certai:: areas just the opposite is true. Carefully honed and 
veil dovciopea skills are necessary for the most efficient operations; 
Coiiipij^er nu.r.v r icul contro-, or computerized machine tools are a case 
in point. While tie minimal sk: 11 level necessary to operate these 
mJchirios is far lower than cOnVer £ ional equipment, the minimal level 
IS not nocfjssar ily the optimal level. How niuch productivity doos 
a f.irru lose Dv putting 3 millibh Sol la i' maciiihe toOI in the hands 
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of a partially trained pisrsdn? The answer is difficult to quantify. 
But the problem is very real. Nonetheless, there are powerful economic 
pressures tnat lead firms not to provicJe adequate training. the 
savinigs, for example, in not proviaihg training shows up immediately 
while the decline in needed skills may only appear in the future. 

In many cases, a tecnnoigical sblutidn appears as ah alternative 
to ah effective training program. Rather than training more skilled 
workers, automation is developed in a way that requires fewer skills. 
After all, the cost of training is often high arid Clea.vly measureable 
but using technology to eliminate skill appears to be part of 
the onward marcn of progress. An article in the trade press makes ; 
the point under the headlirie "Automation Becomes Vital: A Shortage 
of Skilled Workers Is Forcing Firms to Turn to Computerized 
Machine Tools." George P. Sutton of the Lawrence tivermore laboratories 
elaborates : 

Many users, faced with the -problerr of - a less capable . arid_ _._ 
skilled work force ih the future. Believe that.one sQ.l'itipn 
is to partially- remove the__niachiDist__from__the.. operation of 

the machine todls^__By_relying. less on the man in the 

decision-making.process in this operation, by farthei auto- 
mation, and by going even more toward. . ^ . siniple operator, 
controls, it is possible-tb ■ ^.wer the skill Ievei&_Qt..the. _ _ 
operators of machine tools and reduce their required numbers. 

□ tilizing automatic- as a substitue for effective trai.iing 

can be a shortsighted and ultimately very costly strategy. For one 

thing, seekirig to totally eliminate ^uman input often results in 

exceptionally complex and costly systemi which are -prone to breakdown. 

ironically, even more sophisticatea skills are necessary to conduct 

the repairs. For another, systems that are designed to minimize or 
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eliminate human input aire incapable of fully iatiiizirig the cxtrabrdinar 
and unique human qualities of skill, experience, initiative, arid 
creativity. Systems that depress sXill, however, frequently degrade 
the working environment. The most effective direction bi development 
would result in computer systems that expand and enhance human sk^ls 
rather thari^^^^fiilly eliminating them. For this to happen requires, 

- 

among other factors, that the resources be invested to develop those 
skU^^C 

'/' Today ii^ many industries such as metalworking^ production 

-/- 

/relies on skills that were developed in the 1950's and 1960's. 
These skills will obviously not be arouna forever. belays in 
providing effective training do hot eliminate the problem, they 
merely postpone its resolution to a time when it will be more 
diTficiilt arid costly. this lack of training is especially tragic 
cu. ing a period of high unemployment when there are so many capable • 
individuals seeking to expand existing skills or to acquire new 
skills. 

The technological transformation now underway, however, 
has far brbader implications for employment than simply the question 
of training, as important as training is. First, automation could 
prove to be a central factor m creating fewer jobs than the number 
of people who want to work^ The pattern today in many industries such 
as auto and steel is that workers who were temporarily displaced 
as a result of the market downturn or foreign cdmpetitidn will be 
permahehtly replaced as robots and Other new technologies are 
introduced. High tech industries themselves promise far fewer job? 
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than the number ot workers aiready eliminated in manufacturing. A 
Data Resources study, cdmiTiissioned earlier this year By Business week , 
projected that high cech might only create in the next decade fewer 
than half of the two million manufacturing Dobs lost in the last 
three years. Even if tne economy grows at a relatively rapid pace 
the shortfall in jobs could still exist. In the semi-annual- forecast 
of the Organization for Ecbnbmi:: Cbbperatibh aha- Development (OECD) , 
released on July 12, 1983, the report predicted real GNP growth in 
the US of 3% in 1983 and 4 anc3 j/4% in 1984. Nonetheless, uhemplbymeht 
could remoih as high as 9 aha^l/2% in 1984, according to the OECD.' 
The unfortunate fact is that retraining merely provides new skills 
to the unemployed unless sufficient jobs are available. 

Second, in many industries automation is neing introduced in 
a way that polarizes the work force, with a small nu.iiber of highly 
skilled and well paid jobs at the top and a liiuch larger numcer of 
less skilled and desireable jobs at the bottom. The particular 
problem this poses for training is the lack of intermediate jobs that 
could serve as ah effective career ladder. In conventional manufacturing, 
for example, an assembler could train to be a toolmaker, a toblmaker 
could become a tool desigher, ahd a tool designer could progress to 
other engineering work, what happens when entire intermecJiate occupations 
are largely automated? 

Finally, mahy of the jobs that are being created in the 
economy as a wnole are not comparable either in pay or benefits to 
those tnat have been eliminated. There vill be a need for ^400,000 
additibhal workers in fast food restaurants, according to the Bureau 
of Labor Statistics, hardly a career ^advahcemeht for unemployed 
steel workers. 
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In cohclusioh"; the rapicl and pervasive nature of technological 



development makes retraining a critical priority for the workers who 

aire displaced and an important cc nponent ot economic growth. Retraining, 

nowever, snouid not be viewea as a substitute idr tne creintibn of 

an adequate number of ^obs. A numoer of points might be userul to 

consider: 

-The simplest and most direct mefnod to insure that Lecraihihg 



-Pre-training , training tnat takes place before uh^npldyrrieht 
results in industries that are undergoing ma^or transf ormc '.ion , 
IS preferable tc re-traihing once unemplbymeht results. 
A real danger, however, is that the long term unemployed will 
receive the i^iast adequate training as they io|se ties to the 
industries in which they once worked. 

-Instruction in sKilis r.ione does not constitute a meaningful 
retraining program^ Ah adequate stipend while training takes 
place .11- > sufficient financial aid to riw'*e into a new job are 
necessary . 

-An awareness that communities as well as individuals are 
involved. When a city Fjchk as Detroit, basec3 on an industry 
t'ldt IS be in-:; restructured, is ihvo3ved riiore Chan retro In irig 
Cind relocation is n»?ce!3sary. The c^ovclopmcnt of irJU' tries 



capaoie of uuing existing skills and resources is important. 
Any rr.eaninqfui training program wiii course be expensive. 
The only course cf action more e:<pcnsi.\/e is i hart ion. 



takes place is probaiDly a direct subsidy to the tr'iinira 
institution, particularly whert smaller tirnis are invbJved. 
Federal coordination is necessary to insure that trie right 
jobs and the right number of jobs arv targeted. 
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JRepresentative Ll:^o'>.^ A;/>:^nk you, Mr. Shaikeh. I want to thaiik 
of J'dU for your ^ ".otioiotiy, YoxX obviously came at it from different 
perspectivGiS 

I wdiider we can focus dix the major concern of this hearing, 
which is trying; to define the magnitude of this problem. There does 
seem to be at least some difference of opinion with r^pect to that. 

I am interested in, Mr. Bendick, how you would respond to the dif- 
ferences of opinion expressed here about the magnitude of the dis- 
placed worker. I wonder if we can try to define specifically what we are 
talking about with respect to the displaced workers, and maybe out of 
that we might get some explanation for the difference of opinion, and 
inaybejiot. 

^ Mr. BBNpick, The number which I have been suggesting to you of 
abctut^lOb,bO(X displaced workers is a population of people wnd are 
both displaced from their jobs in the sense that thes job has disappeared 
and are not likely ta come back and whd have ndt beeii readily re- 
absorbed by alternative employment and would not be readily re- 
absorbed by alternative employinent even in a natidnal ecdndmy ap- 
proaching some f orih of Jull employment. In other words, these are 
people wjlio arc reachable by maeroeconomk- prosperity alone. 

What Mr. Friedman has described is a very large flow of people who 
have lost their jobs. Some of them will goJback to their old jobs^if the 
economy can be brought decisivelv but of a recession. Some of them 
would go back to other comparable manufacturing jol^ but n\yt back 
to exactly the same old jol>. 

The number who are left permanently behind is a hardcore that 
CO rrespprids , in my mind, to sbmet h ihg like the 1 bi^-tcrni st ru ctu ral 
unemployment problem. That is the smaller number that I am talking 
about, _ '_ 

Representative- tuKOREN-.-Ijet me just ask yojt this question with 
respect to sbmet hinff_Mr, Shaikeh said, _He_said _the_ curT'Aht t^h- 
nologicai change is different from that which w? have seer , >>- ir^: ^ast, 
such that Jhe absprptioh ciiG^r ^caV as 

a result of technologica! change in the past is really net i^T oiioH' te to 
what we have how and what we will see in the futun\ 'ilov^ do you 

respond to that? ^ ^ _ 

Bewick. "We^ll^ it^ is p that we have sudde^^ 

entered an entirely new world which has no historical linkages to the 
Ppt* ^ut there is hothihg^iji the Eftst that says eit^^^ 
riosis is correct or that those sorts of very sharp discontinuities in 
history take place. We have hed recurrent fears of tivihholdgical dis- 
placement over the years in economic policy debates. Prior to the cur- 
rent one, the largest previous one was in the early 1960's, when the 
Manpower Development and Trainihju Act was created. That act was 
created specifically to take care of the problem of aatdmatidn and 
cybernetics, which was going to wipe out large prbpbrtiohs of the 
traditional middle-class work force. And it did'not happen then. And 
I believe there is strbhg reasoh to believe it is not about to happen how. 

What Mr.iJetron and Mr. Shaiken have described are- very profound 
techhblogical chahges, and wheh those are juxtaposed against what 
Mr. Friedman Has described In terms of large numbers of uriemployed^ 
people, it sbuhds as though the oho is the cause of the other. But it is 
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simply not true. What has hurt the automobile industry and put those 
1 rhillion or so automobile workers out on the street is an overvalued 
dollar, high interest rafes^ a tremendously deep and prolonged reces- 
sion, and a hiunber of similar factors. Career transition is hot the brob- 
lem in the automobile industry for most of those workers ; the problem 
is macroecohoiriic policy. 

Representative LiTKGKEK, Mr. Cetron, I wonder if you might just 
respond to Mr. Shaikeh's obseriratibh that the teclihbloeical change is 
so different in magnitude that the absdrptioli of individuals who lost 
their jobs through tcchhblogical evolution will be far difTereht than 
what we have seen in the past. 

_ -Mr. QEraoN. I agree 100 percent. I am saying hot bhly are we in a 
position where we can, wc are going to lose a lot of people because of 
rob(3^ics. And we are. 

And the reason that I differ with Mr. Bendick^specifically in the 
same arear> is because you are hot going to hire a peiioh back if a robot 
produces les&than 1 percent scrap and people produce 16 percent scrap, 
16 perceht_6f the paint is used ahd 40 percent is ]sa^^. That robot is 
here to stay. _ _ ^^^s^ 

_ Ih_additi6h to this, it is hme times better thah a WeSh^day car, 
Wednesday being the^ best. Sfonday they are hung oven Sometimes 
Fj l<i_ay four or five bolts go bh_. Wedhesday is our best ahd a computer 
and a robotic car isjnade nine times Isetter.^ Therefore, the guys are no{^ 
gbihgjo get callM back^^^ put but junk. Simple as that. 
- Now, getting back to where more jobs are required, as Harvey said^ 
I think the answer very s is true, we have to get people retraihed 
to be able to selirobots, to market robots, export rooots, schedule them, 
service) them. We caii have mahy, mahy more jobs. But the pbiht very 
simply is we are not training people for those jobs. 
__Replrej3ehtative Lttnoje Let me ask this then of you : If we were 
training people for the jobs as you envision us ddino:, if we had the will 
to dp so, would the jobs that they would be traihed for that would be 
newly created in the new technologicall;^ evolving industries, make up 
for th6£:e Jobs that are lost from traditiohal pbsitiohs? 

Mr. Cexron. Not only ^ould they mak&up, I think they would make 
uj> jftpre tliah_require_d However^ it is goihg^ to be differeht. You hare 
to remember waiEre in a different philosop^ now. We- are shortening 
the wprlr^eek. There may twp p®-b^^^ one job, gettihg paid 

the 40-hour salary, it is called job sharing. Tnere is nothing wrong 
with it., 

^ As a matter of fact, to be very honest, to take a look^t itf rom a prac- 
tical ^oint ofjaew^wi^^^ nibre widihore twp-eam wbrkihg, 
two spouses^ worlcing in one faniily,^if both*^families ar^ working by 
thjLyear 2p00t2_0_houre^ family, is_still j)UtMii^_ih M hournjof 

work.^ Salaries are hi^er. We are getting inore ;for everybody, but^ 

there is a feminist move^ 

Part of rfe problem that Mr. Snaiken identified, Jind i will say the 
same tiling:) is called the Harvard^usiness SchbbL It is a^rna jor prob- 
lem. It is called bottom line, bottom line, bottom line. So with this bot- 
tpl?i"-Hne complex^ wo do not spend money for^r^^^^ 
merit, we do not spend money for training, we do not spend money for 
education, because that has a long-term payolF. 
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lie|)reseuhitive ht^NOKKN. IVfaybe we are looking at the wrong bot- 
roiii hiu\ Paj' liie h^^^ Ijiter^ 

Mr. Getrox. it is tbe^^me thing. Productivity in this country, we 
P^r^f IJ^SO. We ha^o an 84- 
l)ercent increase fix productivitj*. Japanese spend $240, tJiey got a 350- 
I'i^TM^^^ in jirbdiictivity. And the female job^ talking about the 
office, we spent $6 per averiige. We got a 4-percent increase in produc- 
tivity over a lO-ye^rperio^^ ^ ^ 

We cannot afford to cprapete like this, it is impossible. I am saying 
we caii^et more jobs available arid we can get people retrained ana 
reojiucated for them. __ : 
_ i differ greaUy Sv 

the unions be in there to approve what job training takes place. I dis- 
agree because they on 1 y _ approve jobs _ t h at will n bt take away from 
people working now. Housing rehabilitation technicians, we have 46 
percent of the black community urban centers who are not working 
today: 

ini^ re is no reason we should Jlot h ave a program and teach those 
kids iivinc: in public housing how to fix a boiler,' how to Hx a window, 
hoAVo to take care pf_cainkin^^fix an elwtrical switch or 
vice: Those Jire minor: After they fix up their own and get paid— 
liia^'bc loss than union Avag^s but w^ tn^JJ^X^^ 
wjint to go to the local area because people cannot afford to pay some 
of the wages of some of these people. Biit it jrets them back to worfc 

I think wo have short -sightod teeliniques. It is hot high tech : a_,lot of 
it iA^prvjco. IJiit^ I thjnk ovon awrbaching -f^nd if things 

are^ad for the automobile wx)rkci:^ now, think of what it is goingjp bfe 
inilic f lit ijre^ The car byJ987 is 5^^ percent pintle. By 1990, O^irercent 
plastic: The steel industry is never going to come back again. They dp 
/hot riood it in the autombbile industry. _ : 

in addition to this, the average car lasts 7 years and 8 mpnths_right 
now. That is Ibnp'r— s^^^ 1946, right after t4ie war, by the year 1990 
the average car; because it is made better and because pf robotics and 
computer-aided design and manufacturing, will last 10 years. If we 

go td plastics by the year 2000, it will last 20 years, , 

~.Ybu knbw what that is going to mean? General Motfirs will become 
fronoral Bobbts, the biggest inahufMturer of rpbpte in t^^ 
is ff azv. No one is even looking forward. We are all looking backward. 
Our hindsight is better than pur foresight _a__damned_sig:ht. 

We have to remember what the norporatioip. are looking at today. 
Four key words: inhpvate,^ Mtoniate^ ei^^ 

pimply, if we do not start automating and get back into that phase, 
we are going to go pyer^as. Then we are gpjngjb lo^ bur ibte as well. 

As'^a last comment an the whole thinir* yon talk about the probleins 
involved ri^ht now— and_unmns are 

getting retrained for high-tech jobs because. they get paid half what 
they did before. Comparability; is nbt going to ^ thete. ^ - 

it will Imtlio elite who are getting paid a lot more for unique jobs, 
and niosLof those wUl^be people whb cannot be automated : the sculp? 
tor, the writer, the artist. These peopleoare going to ^t the highest 
salaries arbu^ A Ibt bf jobs cannot be autdmatea, and that js what is 
going to happen. We are going to have tb go back and retrain. 
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VeiT hbneptly, ^vo know why. Let us not kid ourselves. Up to the 
ajtro or 21 we are learntng a trade. From 21 to 25 we arejearnirig the 
tricks of the trade : informal cliaih of coirunahd, how do I make the boss 
think he thought of it^ first, he who hath the gold maketli thb rtile. 
From 25 to 35 we practice the trade with the tricks of the trade* From 
35 on we have forgotten the-trade and are practicing^ tricks. We are 
going to have to go back and get retrained, and this retraining is for 
alL- jobs across the boards . _ . . 

We are hot trying to kid ourselves. The trouble is we are not spend- 
ing the money. We do not realize it i& a major priority. If wo tailk 
about diKrences be^ what it is going 

to mean ia terms of education. Since the Gutenber|j press, we hjive 
spent $1 biljiph for ed_u^^ fepks^ Between h_o^^ in 1983 and 1S90 

we arc going to spend $1 bijlion, the same amount for educational com- 
puters. Oh_ly_30 percent are going tQ be bought by_ t .schools. TO per- 
cent by parents.. if Uig parents are goiiig tcx educate their kid.s r home, 
the rjch are gpjng^ to get a better education than those whi/ cannot , 
afford the computers. 

_ TUftt is do facto pgre^t^^^^ That js a jiiajor prb_y i^Qii}put^r4 
can also be usecf for retraining; 1 think the p rob! ems we are talking 
about aje grbs^ are larger than jiist urieih pi by merit tbday. We have 
long-term problems; _ _ _ 

R^Jireseritative Lunorex. Mr. FH^^ 

Mr; Friedman. I will try to 1 eep my remarks briefer than Mr. 
Cetrori did. 

TJie implication that drunk autoworkers are responsible for quality 

Iiroblo iiis is i iisul ti iig, to say the leasts If you IcMik at (iual ity^ in the 
" vS. antoinoblle industry, by and large the problem historically has 
Ik'Oii that corporate maiiageiiierit has riot j^laced tidc<iuate jpribrity dri 
it. That is the real issue. And in the last few years they have had ilieir 
jmrits knocked off as a result arid liaS^e begun to take riiajbr steps to 
improve quality, which are paying bff very measurably in suBstantial 
i TIC leases iri quality. 

But to denigrate the workmanship of U.S. automobile workers as 
Mi'. Otrori did T think is both inisleading and wrong. That is not now 
and has never been the problem. with respcrt to the quality of U.S.- 
built automobiles. 

In fact, if ybii look at the statehients by fbreigh-based riiariufac- 
tiiiers who do coiiie to the l-nited States and set up shop here, if you 
look at the statements of Volkswagen of America br Hbhda, which is 
now i)ui!ding automobiles at a nlant in Ohio, unless those manufac^ 
' tiii'prs aiT dpcoiyirig the piHilic, theiiystateirieri are U^at the quality of 
workmanship by American autoworkers is as high or higher than 
a II y w 1 le ro in the _wor 1 d , t li at t he Rabl ) its biii 1 1_ in West i iibrel arid, _Pa. , 
are JiigJier in^qualitv tlian^ those built in Wolfburg, the Hondas that 
a re I )i 1 1 It i ri M ary s v ij 1 e\ Oh i b, are 5 ri f acl , acc brd iri g t b 1 1 le cbr p bra t ibri , 
liiglier in quaiitvihan those built in Jajiun. 

>^ o I Ix'g t b d L?e r w i t li ?I r._CQt rbii^ t h at 1 1 le p rp j ) le in wit li _q u aj i ty^ 
xwhich we acknowledge has l)een a i>robleni — is attributable to drunken 
autoworkers. 

On the issue of whether the cause of the loss of jobs in the auto- 
iiibbile industry is a cyclical br a structural pheriori^ieribri, i warit to 
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kind of iiiialyzc lioRdick's statejnent a little bit. I think lie is right 
about the ClUI^^c^s of the loss iii tlic last 3 yejtrs. lie says it is a macro- 
econoiiiic probJeni : tight money, high interest rates, overvalue in 
ilblhir. the coihbiiicd effects therefore of recession and liiassive increase 
in hiiports. Exactly right. 

Kepresehtative Luxgrex. That did not just happen in the last 3 
years, though, 

Mr. FuiedmaS". Three to fdtir. 

J^presentativc Lungkex. We have had difficulties in the automobile 
iiid list i'v f or t he 1 ast decade, have we riot ? 

^Ir. Friepmax. MiiLy I come back to that in 1 second? 1 just want 
to firiish the pbirit if 1 might, which is, he riiay be right about why we' 
lost the jobs in the last 3 years, but he is exactly wrong about why we 
will not get the jobs back iri the riext 3 years. Arid that iis^ the struc- 
tural issue, the issue of new technology, and the issue of the rapidly 
iricreasiri^ productivity. Arid that is why it is a structux'al problem 
and a major problem of wprker displacement, not only in auto but in 
other iridustnes. 

So it can be quite true that ;1 recession, the tight money, and 
the overvalued dollar are the ^Uriiate causes of the bloodbath we 
have seen in our industry in the last 3 vears, and yet also true the 
probloiri for the Ibrig rUri is structural. Tndse jobs havirig beeri lost in 
this terrible recession are not goingio come back in the recovery. And 
that is the pbirit that I thirik Mr. Beridick fails to Urider^tarid. 

Representative Luxgren. What would you define as the magnitude 
of the problem? What are we talkirig about as you would see it iri 
terms of displaced workers in our economy in the next decade or so? 

Sir. Friedman. If yqti press riie for a riuriiber^ I thirik the Cbrigres- 
sional Budget Office ilgure of 3 million is a lot more realistic than Mr. 
Beridick^ fijnire of 100,000. 

Representative JvUNGREx". Are on awoTe of any other studies tha' 
have been dbrie than the Con<rlo^ brial Budget Of^^^^ 

Mr. Friedman. The prob^m i - arc we measuring. I uhderstar 
there is^birig tb be a brie-tini niy survey cbriducted iri January IS 
by the Bureau of Labor Statistics, attempting to quantify the mr.g 
tude bf the displaced wbrker prbblerii. 

There was also a provision in the Job Training Act to collect data 
on plarit clbsirigs arid ecbribriiic dislbcatibri. But that prbvisibri has 
not be^n implemented. 

I guess wnat I am reall- ' sayirig is we do not kribw because libbbdy 
is t«>lleccirg the data. 

Representative Lungiu'.n. Lec me iisk you, just ydUr sector that you 
are specifically concerned with, are there any estimates from the UAW 
ii;; : o the number of di.splaced v-Jrkers that we will continue to h»iv« 
even if we come out of this recovery as best as we can ? 

Mr^ FntEDMAX. jQur best g;uess is that the work force in the auto- 
mobile industry after we get done leveling off with the modest p'; ttur 
that WGiire hav'ing now is going to continue to shrink for the balance 
of this (it'cade, even under rensohably optimistic assumptions, ev an if 
the market ccmes back, basically because the combi ted effects of 
new techhblogy and massive jrrbwth in imp'^rts and f >reifri sourcirig, 
unless there is pi'blic policy to limit those things. 
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So our best giiess is that wo could easily see another cbuj)le of 
dred thousand jobs Jost by^the end of the decade from the core_aut.>- 
mobile industry and associated with that another 500,000 or 500,000 
supplier jobs. ^ - _ _ _ ^ 

Represphtative Lijxor, nt, Mr. Shaiken, let me ask ^oji a, questiOT^^ 
Thi«ihas tado with experience in the prreater Boston area where Boston 
was basically bn its eco^^^^ end a decade ago. The textile indus- 
try and things associated with that fiad left it. It was as devastated or 
almost as devastated as Dotro^^^^ ^_ 

Yet, since^ that time, we have seen Boston become involved in the 
hi|^h-teclinorogy Tsvolu^ in a jDlg^way. From the Cali- 

fornia j^erspGctivc, we would say it is a second oilicon Valley. 

Nonetheless^ there b^en a trem^dqus transition there with th^^^ 
rather optimistic result as opposed to wlxat many said would happen in 
the greater, Boston area^ and the entire State of Massachusetts, a dec- 

adajor so ago. 

_ cjihnot a Detroit duplicate t Boston expenence? Why 

cannot tho Boston experience be duplicated around this country ? Why 
do \vo have Jhe prospect of larger permanent unemployment rates 
as a result of the technological revolution when we have the Boston 
experience to point to ? 

Mr. SiiATKKX. I think there are a number of thin^ that ai-e pecu- 
liar about the Boston experience that ydu cannot really replicate ill 
over tho conntr.y. 0ne of the key factors in the setting up the bopjn 
of high lech was the enormbtis cbrtcentfatidn of educational infititu- 
tions in Boston that jjrovided much of the fuel for the boom in high 
tech when it first began caMrig off on IvdUte 128. 

But even if you could <?unlicat'> that elsewhere, hov/_i^^ 
tech centers can the United Spates cftectively utilize? In a way, it is a 
little l:ke saying, look, Japan has achieved ehbrmpus economic grojvth 
by beiiig totally export-centered. That mnv Tvork for Japan. It may 
work for one or t* ^ other countries. It will not simultp.heously wo^^ 
fdv every count rr n the world to base its economic policies strictly 
on exports, 

Also I think the growth of hii^'h tt^nh v^ Boston is worth exaiuining 
a little more closely. For examplj, a recent studv showed jtfiat 6^ 
\vdrkers in textUes^in the Boston^ areas,- in Jjowell and elsewhere, only 
3 percent eventually found jobs Jh the^n^- - tech firms^^ 
tXich is no dt>ubt important tq tlie eco-iomyjof Massachusetts, ^a) it 
Joes not provide tbb ^argest nmouiitc* of ^bbs^c-^rvicp d^^ 
liiost of those woi kjM's who treie 'Ai^piaced did not find a job solution to 
their o w n e c bh r^m - | • i obi e ms Ir _.i^h tec? . _ _ _ _ 

I think this :oalr rr*' to a 'arjrtir qu<3stion, which is, in fact, how 
ilitferei^t Is auibmritvon ti day ? ^ __ 

KcprcscntiUivfT /roNORKN. I would like to interject one quescion 
liere. If it did not affect a la.ge percentage of the displaced wbik^^^^ 
what was itf effect on those people v ^, if you looked- at historical 
nioclels, would have been expected to ^.t into the textUeg ihdustrx? 
Wiis there an entrance into the high tech of high-tech-rekted indusr 
tries by thf»se people who in previous y^^rs or a geheratibh back wbuld 
liavn ovpbcted to move irito the xtile industry? 
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Mr. Shaiken.. I think it would be a Httle hard to quantify. Ger- 
r^A"^i'»_^*^!"*V<*^ !h^^^*^Ht^o^A^e inhi^h t^ch. Certainlyj high 

tech again iias btven important to the economy of Massachusetts. But 

h^ "ot been tiie tnight that spi ved the e^nonuc jfrqblei^ 
even in Massaclmsetts iet alone under far Ui^s favorable terrain in a 
situation like Detroit w several jaajor higli^^^^^ 
centers in the country and when virtually ovory major industrial 
State is setMriirigly pursuiiig the same strategy. ^ 

1 i-ecently liad in?, experience of looking at soifie of the promotional 
literature for l*ennsy?vaniavllJinoiaj are remark- 
ably similar. All three seem to be intending to attract high tech as a 
soliitibn to the prbblenis in njanufacturjng. lt_will not work_ih_all_the 
States that are trying it., it may not worJt for the long terra even in 
tlie States that have already been successfu^^^^ 

5Ir. 0:tron. Congro.ssman fcungren, there are four things that are 
on-i of which is education because yoii cah_^t g3*aduate 
professors to work as consultants and you get the graduate students 
as j=lav(B lalx)r. That is important in ah area that part of the high 
ti;cji, 

^^^9^^ ^ li 1 ng that y bu n bed is a n c- liica tj bh a.1 pyst em that is 
pi'tting out good — that the people wane to staylhere and when they 
/•i ti luate th^^-^ IS a jgbod educatibna s5\«terii fbr thei^^ 
havo that '.at area, Silicon Valley, Iies'";arch Triangle, Salt Lake 
Citv , arid mH tliorn Flbrida. 

^ou Jiavo (o have a good vocational group to siervice the things 
tlmt are buli\'; h^he. Tl>( have it up thci'o. A lot of tliOKb wbrkers 
urc^ to; yu'-l.-^a ii. the area up t;;'3rp. 

Anothr \, pnbhing a lot — and 1 did libt denigrate biir wbrk- 

ern; wli'. \ .^<tyM^' is computers can do it better because they 
;lo-iiot dri ilk Jo begin 'vith. Jt is sbiriething else. 

JVut in general, the plaoep that are growin^ ave been '»vhere there 
are nonunion or rieht-tb-wbrk States, And this is a prrblbm. I do 
not moan to bring that up as a nanty, but it is a fact of Ufo. 
- ?^r. r TAP T woiild like ^b ^^xpand oz\ thir. In Boston with the 
Data I?osourcei; study that B»»siness Week coMimi;-»s5oned raises some 
inUrbsting figures 

Uoprosontativo Lu:sO^'^v. Tho only 'fhing 7.0U did not m/ ntion is 
woatlicr, a lid wo havb l>bbu toK^ ev-ervbody is itibving to tlib Si:n Pblt 
borhuso of woathor. My obsorvr, i-)n i you do not g'^t that same sort 
of_woat4ior in Boston. So thbrb ilnst lib mrrb tb it thnn that. 

Mr, Sttaiken'/ Tho so a food is good in Boston aiso. 

Bu^ T think tlib Data Bbsburcbs figiiros thjit wbr^^ by 
Businoss 'vVook T think are roasonahlo figures for tho ot'oc j^y as a 
M\iolo. Data Pt\so!iroOs pOTii'bd to Hib fact that ROn^rHif jbhs to 
ho ffo nor: 5 tod in hiirh torr, in the next decade, which is fewer th«n 
half tho j'.UTubbr bf jbK-. nii * hflvb f.lrbfidy boon blimitiflted iii rrianti- 
farturiuff in the las' ^ years.. 

. think it rbalb' iMlr^vS the qjibstib i. ^ibw difTorbnt in fact i.s high 
to oil today? An'^ T think uf-ing tho t< rm "alltoma^Ion'^ itself is con- 
fijsing libritiisc 'hat raisbs all tho bhl 'l.^batbs of the 1050's a.ld tfWn's; 
This niitoniafi m today is in fftrt fhiidamontally difTeroht. One the 
fbasons it is so difTorbnt is that wo liavo a tochnologj' that has ^.p .u- 
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tahebusly iiirecteU every occupational group qt the economy or every 
uia|oi oceU]uiti(ma that is one of tJie U so 
tlillcreht. It is nut only i» xjuestion of robots displaciivg workers in the 
f actury, but at the sailie tiiue, traditional areas of opnqrtuniti<\ say 
in a bank or an office or the service sector, are abo be ig closed otf by 
tlmititroducticn of autdniatidn. 

What we are faced with, I think the real danger we are faced with^ 
is that we could in fact have competitive firms and we cbiild have a 
very respvct>\ble economic recovery but at the: same time reemployment 
will not follow. And the slogan, *^lutdmate or iBvapbrate/' while it is 
vory catchy, in all three cases sizable job loss might be involved- 

80 I think it we lock dveiliil, 'li^h tech certainly is not going to piill 
us but bi prbride »^ ':^r, 01 jo'ors that we need. And beyond that, 

iii^ ttutoniation bee j sophisticated, as cdsts drop even fUrthe 

wiiich t'lc^/ v/ili, t. ^ ^x^iomo nn even moio serious problem 

that v>411 rcullj atleci .r^ «jha; ^cter df the reed very. 

It is not so v\Kid\ U uit autbih^tibn in any real sense has resulted in 
the iUiijur job los ?s to 'late, but it is in fact having a majdr effect dri 
the nature of the recbvery and il may be bur first high-tech i-ecovery. 

JJoproseiitutive LuxoitEX. Orl^ of tlie reaccns we are embarking dn 
t ju»si; hcurijigs is that I db hot think ^ye in Cbngress have done enough 
thinking aboxit the adequate Fedoi-al role in retraining. I am con- 
tinually huihblp ill the jbb I have. One bf the things I have discbvered 
is it is very tlifHcuit for us to forecast changes in the eca oray. Cer- 
Ui i n I y , ^y 1 10 h w o a re t a I k ing a bbu t t h is, it is ex trehi ely d ifficu 1 1. 

1 l unnot fnthoni. for instance, what the structure of the economy :>r 
the ill 1 pa ft (>f the struct iirfvpf the ecohbmy will be if \ve have a rather 
niarkocl increase in the usa^e of Jioma computers. What does that say 
a|>b'U sej vice indiiAtries ? What does that say abpyt pcbple^s abil^ 
jivo in small roraimmities and do t'le type x)f work they can do and 
^hM f'an then be f iinhpled 'iitp via cbniputer fines and sb fbrth to 
areas ? AAliat does tlint .riir ulwit estahlishing small siippoi . groups in 
UJb'^f* : !]_ f*biT>uiuuA^ 1? .^\}^^ ^1 Lhing ipbs ithat we could, not sustain 
othorwise hocanse you Tonkl :iot hp^ve the services in those o^^asl 

I (1 9 not know } 1 b w wo 1 1 an _ f precast it . I_ knp w t hei j an* tre- 
moiidous clmiiTros; IVut t jnst roHoc t on t: tri[) 1 took with my family 
acn^ss the cbiintrv this year. One of the things we Jrjcd see Jn my 
liomo State wxc the Gold P :.-n country of California; Yon certainly 
^"^f* ^ hf* rapidij V of change Uicro^^ t^yp-decade 
period of time you saw cities that were created and then were gone, 
ri 1 vy h a f I Ji ).ni M \- to 1 on J)On^po I >;oii con 1 li 1 i inill^'s. a 11 ( 1 a _deca(le J^ate r 
thoro is nnthinij joft except what we like to preserve so we can remem- 
l)er v/1 in t that 20 years w^^ 

1 do net want to rontinimlly look hack, but I am reminded that 
rl 1 a; ijro 1 ins corri o 1 ' ' \" in t he past [it a way th^it we we re never able 
to hn]y nnticipatr Jist. And in «5ome of the suggestions I have 
hoard hero— ahH misJ l am having tjiese he^^^^ 
\\(* ought to bo • :boiit it — ^but some af the suggostiors almost 
assurne that sbiih Arb cajDabTe r^^!-^^ 
in^^ntal decision? on tin' governmental level with respect to wJiere these 
rliah^res aro cbihg to 

And my fciir is. what if we make a major mistake in estimating 
where those changes are going to take us? Do we retatu our develop- 
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Went toward the technological revolution? Ari I would query in the 
IU)ston situuti<)n, what if tlie Federal (jdverrirrierit had entered jri c 
iiiassive way to try to maintain the textile industry In Boston, would 
that have removed copitai that went in fact to the }!:3:h-tech industries 
to_IHesQiye' iob.s ihat^verc therr ultimately whc'i: the point of no 
return comes wlien you i jst canno Je cbmpetitive in the world market- 
place? 

And at that point,- would Bostrn have been in far wbrsie shapii than 
h \^ ^<Kht^V_H('caii«c of not Iniildiiif; on its strengths and not movin?? on 
the direction of high tochno^ojry hvil trying tapreserve a past that.just 
caiiiiot he preserved in this era of rapid technological change ? 

And, you know, I ani flattcp^d aftentimes by experts who come here 
'VU^lJ^f'.^Ufy Jhat soniehbw those of us in Congress have this aHility to 
get the people to decide what is going to happen out there and thf e- 
fp^'^^^Y^^ J^^IlqiU^^^ directly involved in a massive way. I am not 

justnoi sure tho*- we can find thiit ability. - 

_ ^^i"' Congressinah Liingreri, there is a problem. You can 

take a look at all the data, including econoinists: \ o{\ get .seven econ- 
^"Aii^^"^* J^iL^^^^ But if you are taking a look across 

the l)oard, almost everyone will tell j^ou that between now and the year 
^i^9^* ^?li'^^^^U^irj[ro i perccnt in a^ricul^^^^^ to 3 percent, we are 
goin from 26 percent in manufacturing to between 8 and 11 percent 
i'X I'J^if'tt productivity with aiitbhiatibh, robotics, and 

everything else, / __ _ 

Jij^A'^*"^ ^'oi'^^ ^b roughly 88 percent of the people will be 

in the area of scrvico sector. Under those conditions, half of it has got 

l*^ I'^^^A'"^*'^^^^*^- TH^^^^U^ji^^s ybii are talking het\yee^^ 
*v:it. I'lider those conditions, half of theju can work at home in the 
sni::!l *'bnihiimit\\ ^ 

?Ov i;ii problems yon run into also. In a small study of 150 couples who 
l)'^th have i-biitjuiter.s working at libiiie, the divorce rate qiiadriiplcs. 
T(K) much of a good thing* 

I know it sbiHifls ridicidbiis, biit I aiii talking little sbeial things 
thai are imi'wi rant. You 1 -^ve got to he in a situation of saying, what 
do \ve do cirross the board We are not all i^bing tb be liigli-tech 
ceru'i n a.s inc itibuod earlier. Tliere are going to be a lot of people in 
I he ser\ ic4> sector. We havo got lO get biirselves lii:cd tip to say, what 
db we no^ 

^ pr ( tentative LrxGRKX. T the lessa.i that you take ov* of *his i ^.t.: , 
v^b. 1, cifbvibusly, » T)ropa'e or the future we niust h^v^ . ^ rer 
(lodiciition to the educationat ^sourees and liow they iii*^ ^VA * v y^o 
\}^M^ ybu iigerpebple, hiit in Hu terini fbr th(^e pebple already in tlie 



r^^A i^vTv^it l^'^'lt pbssibility^L got to l)e there ? Do we have gohertu 
agreement on '^.i* ? Is there anvoui- whadisagrees with tliat? 
J^'^i^^i^^ *^- ^ "^^'^^^I'V^ipt iisagr^^ 



fornorations rocognix> the i nportauLC of all the time. That really is 
our prbbloiii. We just have t bt a cbrtseiisiis in this count ly about, the 
need to engage in t!io sort of planning that we need to do to develop 
into the kind of fiitiire that we all \\ aiit tb see happen. 



jo!> market and for when our 
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I ii j^reo with ybii that j t is_ not easy to do that kind of plji ilning. 
I iij(ro(vwith you that mistakes conld be made in the process of trying 
to do the plaiiiiiiig. lint to not attempt it at all I think is the worst 
foUy of lijl. - - - 

J?eprj?scnt ative Ly^'QREX. I ^would just iSUggest if the Go verrimerit 
makes a mistake, it affects ali of ns. if a corporation makes a mistake, 
.t aftocts that cqi'pbratioi^ As I say, I drove a^^cross cbuntry,'been to 
places like Allianee^ Kans., Allison, Golo., places you cannot even find 
!i*M^ I -^AM^ Jt baid to believe that those ^^^^ in Washington can 
{ifTiire out what is l)cst for tho^^e con ni unities in very, very important 
w ays a h (1 sbiiielibxv m asUM-'pl ai\ the econbiuy to eff e<!t t ha,t . ' 

So 1 do not go uiai. far. At the same time,^ we octjijif to be doing some- 
thing with resfect to the barbies; and the basics, to tc^^^^ an example, 
include, among v ther things, looking at antitrust policy, and asking 
^y-i' ^ A^^ • i^' i<^a ti ms are^ And in this context, the whole educational 
coiic nU what is Go\-ernmentV role, what is the private sector's role ? 

And I would Jike to ask all four of you to respond to . : What is 
the pioper role of the j. rivate sector on the business side to ihc question 
of training arid retrairiirig of their eriiplbyees as we go through this 
period or as we *^nter even more firmly this period oi rapid teclinologi- 
cal growth ill iridusti y ? Is it sbriiethirtg thrtt ran Jbc»,st be worked out in 
the private sector? Should it be directed by tl-p Governinent? Exactly 
what do ybu perceive to be the tvay it should be engaged in ? 

Mr. SnATKEN. t think the private sector carries very far-reaching 
tru'^^'rig prbgrariis which it has done successfully. But I think overall 
ia terips of retraining, the pri\ ate sector has certainly failed. In many 
respecls^ it has failed because bf tfainirig irit«rnally. ^ 

The fact that there is a shortage of machinist^ in this country today, 
while there is sbiue dispute bver the ^ize of it from small shopowners 
as well as for large companies, there is a shortage of real skills in 
ri^ief alworkjUg to^ay. that is riibre difficult to unaerstand,^ven the 
V-inrh lc?vels of unem /loyme:"it and the availability of candidates for 
retrairiirig. ^ - . 

■So siTnply leaving this job to the private sector alone I think would 
1^3 H big mista.ka. It wbuld iriflneric0 very fundamental ipsue^ Ox train- 
in:'- and retraining which underpin the successful oprn:tibri of the 
N r.riomy iri liiariy iridustn^ 

I think we ntad a broader participation in the wajr those decisions 
fire made. That irichide^ f-Jblic paiticipatibri and also includes partici- 
pation by those wor >eis v^ho are directly affec"td through their unions 
arid the way these dp^l.-^ibiis ari made. Skills find the develdpm^mt of 
skills, the resources to do that, I think go beyond what any siTiglc cor- 
pbratibii can db. 

And simply to use the balance sheet as the way we detenpihe our 
Ibrig-t enr needs iri this area which so fundamentally affect s the entire 
operation oi u^e economy would be a mistake. 

I thirik. iri au lltlbri. simply relying^brt the private sector would in- 
sure that those w ulrers who have lost direct contact with their industry 
or who have be-^.v laid off too long would fjll between the cractej. And 
I think that weald be not only ecorioirucallx'^^ei^^ but persarially 
a tragedy for the workers in the coramar^ty involved. 
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So 



Kopi'osohtntivo I.TrxonEN, Sir. Friedraan, let me ask you in this way; 
Do vou l-lii ve tlKit tlio uHort Unit _ General 5£btors 
have v tivi '^d this past NVeek for retiraining aboiit 9,G00 vorkers in tjie 
ai)nouncoment that came out_ of Flinty _Mich,, is one that is Dctter 
sorvi^l by keeping the Governmcrtt out of it, or is there a role for par- 
ticipation by Government in this particular program I 

^If. Friedman. We are very proud of what w have been able to do 
in eollooHvo har^^aihin^ in the whole area of tmiiiiiig and retraining. 
And \vf itilrud in continue to do more through collectivo bargaim^^ 
But wo n'v the first to ?idmit Jiiid acknowledge that while we may be 
able t. ► i \ o t jir> Tioeds of some thousands of workers through cqllectiye 
bargainiii^r, in ! ici there arc millibris iii need and we just cannot begin 
to eomo-tcri:! with the total dimensions of the problem througli^c^^^^ 
leetive bnrguinihg alone. I think it is v-ery much a public sector re- 
.^poiisibilitv, iiK T tried to indicate earlier. 

In term:^ of the Government role in Flint, T do not know the details^ 
j)ut. T would be glad to check for you and let you know. 

Representative LtiNonEK. I would appreciate that, ^ , 

[Tiie iV'lowing information was subsequently supplied for the 
record:] 
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• 000 j|»fl««ON «wl 



r^TERNAtUNAL UMON; UNftlO AUtOMOBHe. AEj 



1.EMEJIT WORKEKS Of aKcnCA-UAW 



OWEN F BIEBER. PfteSfOeMr 



RAYMOND e MAJERUd: SfC/»f M^rmCASl/rtert 



September 28, I9S3 



.j.iiurn- iVjiiilm^; 
X a.; ,11^ tun. O.i . lO^l') 



■^••ir t"i)n>;ri'-j'>iJMn Lundgren: 

'""if '"K '••PJi' iibiM lb tK?jrjji)i. on mc r.ttrjjriirig-needs iil- tbe- long-term- str-uc-tura4iy 

vtnv rM)l'w.''/. :here^ w federal rble tn the funding at the UAW-GM 
f Ijnt -'V iinirt^ .» .:) 'r .ifMni; proi^rjm, 

^ ' ' . . '^"""'"^■''^V'.'' .''f *' y^-'r of this program, from the spe^^ 

\'V .,'.1 ■• Mf.jfi^ . iviricj. ri'fft," is no ffderji VintliMR invoivtd. Enclosed is a press 
■i*!i'»>.' I'lituj tfu' ■■n"A |jro> ra:ii. 



Sincerely, 



Sheldon Friedman 
Hirecior ■ _ 
Research rVpartfnent 
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Public Re^tipns and 
Publicatian*^ Oept 

80001 ;ettersonA«e 
Delfdtt. Mich 48?U 



moH. mm 



SPACf AND Ar.RlClli rURy iMI'lfMtNT WOf^KlP.S Of AMFRICA ■ 



: RFLEASF.j lmmefJI«>. Thiirsdfcy* Septrmber 15» 1983 

PAW ft GM AHWOUWC E $7 M ILUOM 
RETRAIHtNO rSOQgAH 



The DAW and Cj tsI Motors today announced i. is.Mnpi ehensWe retraining and 
trnininK projfrani to servt Hifrie 9.309 lalcj off USW/GM wcrkers. 



TKe project includx ' a Rei^'ionai Employee Skiiis Deveibpmcnt and Traiiilhg Center 
trmt wilt assess the avaMatility of jobs, 'rain workers and assist th:rr In securing Jobs 
within tin! j;M system, ftiitl ir- oU -^r industries. Over $7 miU.-)n has been icmmlvied tr 
tlie first yrur of operation. 

IMW ViiTP Presifleni Donald Eo'ilin. dirc^^ts the un.,'n'' General Motors Hept:. 
und MTrcrd S. Warrpr, Jr.. vice president in charge of JM's ':^OJstrial Ilelatioas Staff, 
announced the joint endeav5r whirh has in.; 'icnt.'ons that extend far b*»3 .^--mJ Flint. 

"We view thLs as a sound approach (o ^nsurip^ job security and f<;ti'/r f ippldymeKi 
opportunities for UAW members at GM.'* sbid Tphlin ^'.d Warren. "Thl program Is a 
prototype of other trniriirig ceriters that need to be created to addro".- the changing 
demftn , 'or skilled workers in the technologically eomir.ated industrlcl worK of the 
1 iMi's flr.. ')eyond." they added. 

Ttir renter progrr.n will be designed to meet a broati range e.Tiptoyfe 
devclbf>mcnt nhd training nior: but it will be much mors than that, Au^ve all. it will b.- 
joint process of wide scok^. :rbm ct>-directiori to join', staffing. From this experience, 
the stane «viU be set for further grcwth snd understr tding. all of Which csf do nothing 
but improve the Quality of Work Life rnr -U.*' 
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I' Ah Krvto" i'". i>HM'ii in l-iint. incimirs (IM operHtions in tanstng. Adrian and 
r.H'um^eh. where Iherf are virtually no Irtyoffs, ns well as Flint wh«tre dM's eiirrcrif 
' '^1 %omc 9.300 workers, inelm i&oul ri;900 who still have pccui; right.f. 
I hf Kltnt pn)\^i N fho second n>' , ' . it) tralninR proRrum undertaken jointly by 
• • L \H mi<} fiM within the Inst yc..- ' rlireet result of the historic collective 
►THimnK iitcr'M'ment nejfotiatet! '.. t ' the I'AW in March of 1982: The 

- funn pstHhlishrd M .Irlrit '^■^ i ; ' trMininff Conimittee tc promote 

iKunn, ri".rtiniiip iind reiatr*! ■ ,.s to tifvrMOr • skills of f>M worker* nntlonwide. 

i.asi SeptemfHT. f^M. : \V\ n- •»).■ Sttit- ralifornia signed an njfreemeht 
to prnvhV- dhmit $10 million jns. . l i.-; r.-ir .. v-ii; urid ]oj: pluceiient of Inld-off 

^rrk..r«i from tWii \,iU' (IM n*is.- ■.>\>,n\'^ -i! ■ -vtnont and South fiate. rallfornia 

:h«t prvyrnm »ihs hpen in oprrritioTi smf- Inf l/tst yewr and will continue through ItfflJ. 

1 iiniJinK of $4 million for tfie r'alifornia project also came from the "ipecihl 
I \U <iM tPHinifij* fund. Thf rpm«ihdrr nf the money is a irombination of State and 

I fdMp.jj frjp(i% in IMut CH«i*». 

f }if;[: and Wnrren «iid the Flint prrjeet include^ Miveral iinique features, injlud.nj? 

tfiosr: 

f>cv.^In[>menl of a working mt«,'el b' iaHor-managrment cooper :?T:-in ff>cijs«d 
«)ft tfn. r.. -s}s of Uid-of/ worker* na weii as retriiininfc curt ntly employed wo-'Kers whose 
skiMv Hrr .'xptfled to become ob««lcte in the future. 

This pl^t) IS dcsijfne'l to help f;:f;;*)tp empl5\virs. ivh>?ther active or inactive, 
to pcpsijr M-If S4.-1" 'd formai »*dit<*Htion or relraininjr to imrrovc their chahccs of re- 
rrr;>!ri rii-rit '»r * -v, •enifpt .^ithip or 0fitsir«e of ^If/icra'. O.»lors. 



Utlli/.Htion of a brond-^ased employee committee to review training 
protfcam de.sitta; identify rrnptoyer needs i specific occupations; and assist in the 
placement cf restrained personnel 

£mploye<-^peci:'ic training in icmand occupationSt such as computer 
systems op •.:'ntions, statistical process control, elec<i conies, building maintenance, word 
proc^<siM^, rnHchinlsts, medical technology and ,xt on. 

Remedial training for those who require «icveiopment in basic reading, 
mathernHllos and communication sVills. 

in-plar.t training of active w.-^kers whose Jobs face obsolenscence, which 
wbiiid be an bn-gbing effbrt designed to sh*ft emphasis from unemployment 
' employment as ohi* igcs In the i.u'o industry require. 

"The program wiU be linked to the community network of f>ducstional institutions, 
private industry ccjnclls^ social service Igehcles ard cmplbynient service-economic 
development agencies," E,nhiin and Warren snid. "With its broad-basecS support, we feel 
oonfiiJcnt the progrbm will succieed." 



i7U 

]|^lepresentative LuNOR^ 
_ Mr. Cktuon. I liiink there is u Government role, but I think there 
is also one for private busiiiess. l\rivate inUiistiy 
ing dollars for the job Training Partnership Act. I tjiink that was a 
good move in the case of tHe_ admirustrati^^^ because wh _the_y aro 
saying is^ we want ±lie private corporations to help in the trainin/j. 
It is iiuicjh iiiore diflicult to Have a cpihpany trajn somebody a 
the.;! tlian it is, sa^ — tiie unions and tlie local organizations, local cities 
or counties to train sbmebhe and say— would you like to hire this per- 
so:iHlesaysno. . _ 

I think that is a good indication of what the Gpvermnent^s role 
can be : Guidance. \Vhen it comes to education, i feel stron^^y that 
U^c^r^^htyild be setUhg s and sayj^ou do nbt^et Gbyq^rnmejit 
funds^ unless you go to 21Q days and T hours of school^ an hour and 
l^J^iMf of homework i and a hajf a week and getting 

away from the attitude of getting our three most important courses 
being gym. driv'>r's education,^ and typing, Getting back to^E^^ 
math;-p!iysics; having some of the local schools in fact giving «fuid- 
ahce^ Look, there is no reasb why ji^bu cannot ^y_e a kid^nqt a letter 
for football; basketbail, or baseball, but a letter for being a math 
leader or a cjiemist. 

± Ibt of the money being spent — ^nnd Federal mone^' as well that 
is being used tb help in large football stadiumF^ when it could be 
spent to expand computers. 

Rppreseiitatiye LuxohEX., JSlr. CHrorij yoii criticiz^^ some of the 
PlC-organizations in ^he pnst^the way they worked in the past, also 
the Federal Gbvcrhiheiit for failing tb anticipate what the type of 
jobs-svill be as we look into tlie future. 

^^n»jvt advice wmild ybuL have for 
mini.strators to-deterrain& the occupations of the fixture ? Where should 
we seek tjia till formation? 

Sir. Cetron. First of all, f do not nu nn to pat ourselves on the ba ok, 
hut in workings and >v ha t^ only fj^m 

tliis roimtry but looking at what they nro ioing overseas as well, what 
LvPf*«_bf Jobs could he_thci\\ what training i« rpnuiredv ^vhat schools 
flVe required; wlmt the salaries wiii Le for beginning salaries, mid 
ca ree r s a la r i es . { hp m i in be rs re qi n reel. We h a y o 1 >e en chc ck i n g i t li 
corporations: How much training do you need, 2 weeks yocatibhal 
c».lucatibh, bh-the-ibb training fip 4 years of college? 

ThisJsihe kind of work that should be done. It is nc*;: bt ing done 
by DOL. It is hot being dbne at aj^- That is when to give gtri^ljince. - 

The second thins: is T think they ought to be setting up standards 
Mit^irby jmless the mbjiey is^iiig used to pr'^^'^ide Jiew jo^ 
trninir./^ people, including the money to drive back and forth to woil: 
aJid the mphev tb take* care of j>abYsitter these people off the 
dole. Anrl thei!e should be jobs made available. „_ 

And there should not be a welfare program where people ar^ just 
home bcrnuse of chlldrrn. They should be given jobs made available, 
trnihed for jobs and hat c dav-care centers set up. 

T am tnlkiusr nboiit rhanging the whole operation. More of the sante 
is not gbih^ to do it Jf we iire competing with otiier countries overscans. 

Repre?'9nto±ive TirvoStK. You are certainly talking abbiit^ch a ng^^ 
sbrrie things. Frankly, T think some people who are working, maybe not 
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ill till' hi<^lir^t-})iii(l JoIks. wbijld certainly support retr.iiiimg programs, 
liii! I xvoiiilrr if iUvy woiilU \ \vi\\v ilio line if we niiule availoblejilTtlib^ 
iliiii^s. iioi nuU traiiiiii^ l)Ut Imbysittiii^^rservi'^es and transportation to 
Jill (I troin \vork. 

. A lot of people out tlicre dp hot got tliot for tlieir jo'bs right now. 
Th:«t is \]u iilfiij u-(>rl(l. !)Ut wo are not Ueoliii^ in tlio ideal world. 

Mi*. ( KTKo/ So wluit you do. you use levera^ funds. If 3'ou tell a 
^.'orhoiaririr. ivf<Jie vou (ire this person, we will pick Up part, the 
<t()\i-rinih^ii« \v,!l pick up part, and your local cities will, then yon can 
make ii uhwlille. 15ut iiot all Feaeral (ioverniiieiit ftlnds — 1 agree. 
I do iiot i'link (he ohl business of throwing nion(»y at programs is the 
way to go. I agree with you thi*re. 

lieprc-entalivi' Li nijkk.v. Mr. Beudiek. one of the statements you 
niacle that apparently isjrtot sliared by the others on the panel is this 
one. In your j)rep:ire<l statemeTit ybii say: 

. JJie.jMW'e •>/ <.H*< m>ntlf»nni cvolujjon iii_theecononiy _iR.siifBch«ntlj* slow thnt most 
V vi.r.r^'La ;nJNlt_ .>\_iirk("rs ^•aij_ roniplftc. thcljr vvjirkhu:: .liv(-s« wUUiu iKt.'if ctirwit 
i)cvu|»;ui<»ns. a ml in<»st oi-juiomie <liHlocatioii ran be abHorbed Ur attrittoii; 

On what tjo yon l)ase that statement ? Because tliore does appear to 
hi • s( )J nc I a t I i e r st i ( > 1 1 g d i Ifo re hces 6 f o p i hjpn on t h at . _ 

Air. hKNnu K. Those arc the Instorical patterns of iiow change has 
f '^k^'M P^*>/'^*- * ''"^^^f^r <^A^ dp -^tjidics right up to tlie hiinute. look- 

ing ai-curn data — this year's data from the Current I^npuiation 
•^'^^!^'lA'^*r^lj-zll''*^<* jAJ»U<'''UJ^^t**'Ui Jp Jiold currently, U is diJTI- 
cult to knc^w herunse we are in the deptlis of a i-ecej^sion; and until you 
^'^'l^j^J^l^^pr**^ "^^^^ oh li forecast of what the 

• longi un r():isc(|iicnc(vs or what th<* postiecession pattern wili look like. 
Jf^"^ A^JY^i'An I^lt Ojo^. pat terns cbhtihue loUbld. 

I would like to respond to your tmsic question abojut the rjjh? of 
n^^"*^'''"Pj>^'^ I know Capitol IliH is 

not nniH);i>:ly Roted for long institutional memory, but 1 vtould ask 
y!^^ ' * f^^^ j ^'l^ bin ot i j lo re t ha n_ a y er w 1 1 eh \vo 1 1 sr<l to ha y o 
tlic famous i-artoon Doonesbnri-; You rem'errd^or thoTO vv«is a character 
'1' ^l'*^^*'^!'^^^^!^- L^P^^ni^ C'll^iyi^^ nidtjier job it tlie (lav-care center, 
wcrit to law sebool for 3 years, and i^nicrgcd like a biittorfly from her 
^ ^ ^ ^ ^ ! j i^'i^Jl^i^J -^t^ n t i i 1 _(^<mgress. 

H<'pre>entative LrNOwrN*. We cannot expan<l manv more jobs like 
tliftt. We have got quite a Tew. 

^^r. nKxnrcK. That pattern of retraining is ivhnt- in the m?".:^s of 

"y**'^^' t*r^PjA f|l»]!^AD& ^L^l*^ iM^^ L^'^J^^ T!?**t i^'J^i»»* -A^* 

leiiVcs a job. leaves a career, goes back to school for S mouths, a year, 
or more, and eEiieiges w[th an eiirirelv new o<v:iji^t ion. That simply 
empirically is not the nonnal way in whieh thf* ocrupational sinsctuii 
o\olves. Wluit priniarily is happ'^iMn is fK»b]de njake small inyesf- 
ment-^; *iiey keep the same occupational title, and the nature of their 
role cjianges. and niost of that napporis to people who are ciirrehtly 
ein])joyed. ^ _ J _ _ 

There has h er^sohte mention here of high tech in the office. Jhe 
automated offsce. Five years ago my testimony woidd have f)cen typed 
-on a ivpewriter. It was in fax?t typed on a word [inn-esnir. Hut it wns 
typed by the same person with the same employei—naniolv^ :!*e Crban 
Itrstitute — ^who woidd have typed it n years ago. W] word processing 
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^AM?I^ ^ ^ V ^ l^^: T ^ T 'i^^^iM I 1 1 1 e sec rc t a r i OS wc re^ se h t t o sc H oo] f or a 
wcok. A 11(1 ihcy wrnt thronph a month or sn when they were learning; 

^ ! ; ^y^' * ^ " \\ i "J J ! ^L' j ^ • ' j n j 1 1^ ^ v^f 9 rn "it »_ _"^y uiOidr _ TliS t 

kind of tnmsfonnatioii is really terribly characteristic of most of the 
transfbriniUionR within o_ccu|)ations and acro^ 

Hornuse most of that takes piace in an incremental fashion and with- 
1 " 1 ^ ! ^^yJ " " ^ r T ^ n ^' j ^ " a 1 ly Sva h 1 1 o et h j > 1 j a size 1 1 1 e bn s i n e ss role 
in niakin«: the torecnsts and in providing trainin^r services. ^Vliat 1 sug- 
gested in iny testiihoiiy was that the GoVernnient role ou^ht to consist 
of f^ivin^' b»!siness an additional incentive to provide that kind of in- 
cretiientai traiiUng. I have suggested a payroll tax type of mechariisrii 
with a credit. 

Hut I think that it ninkcs .sense to base the delivery itlcchariism bh 
the business sector, and for the currently employed. 

Once you are dealing witli those who are unemployed or perma- 
nently (lislonitod, it is indeed true that the buj^iness S'^ctor is not going 
to deal with their probleins. But it is n inistakc to equate retrahiing 
>vi { h _t 1 ic p r bee ss b f I'ee m p 1 oy me h t , The e m p i r i ca 1 s t u d i e s o f wh e re 
peoi)ie go, what kind of training they are willing to take, arid what 
k i ' ul i V'5 i i U ij » J? i ^ n d e d t b ge t people re em p 1 oye dsn gge st t h a t i n os t 
reeinpioyniejit— again given a proper macroee'onbihic envirbnnient, 
^yhj^'h ^ve_s^il_l_db uot_have,_l)ut given the niacroecohomie environment 
which ojfers jot) opportunitios^ia that most of that recinplbymcnt is 
*^ "J!i^lt'''/>f phicemeht and job development rather than retraining. 

There is a fiovernnicnt role for dealing with the long-term struc- 
^iA*"^jJy Jihejhpl^^^^ ^vho dp hot havo_ the basic ediicational skills to 
get into the system. Those are the disadvantaged, the adult function- 
I^J ! i 1 1 i ^ * V'lU* ? i\ U d the' nc xtjgchc ration com ihg up who should be mov ed^_ 
"TTiiliniiyninirttie new occupations wliieh does require a liigher level of 
^*'^^"^hig t hail t lie kind of training their parent had. There is a key 
Government role, a direct expejiditure roie in all of that. 

been a number of policy 
options that have been presented in various pieces of legislation or 
^i^JJ^'^^l 'i^^o^t here pn thp HilJ ^vith rcs^^^ tp dealing with the ques- 
tion of structural uneniploymejit, whatever tlie raagnituck is. On^ of 
^^V^^"^^ '''^■•^^ **^A^^ biljs based on 

public service. I would like you to respond to tliat: ITow does that fit 
iji the eqiiation dealing, in your bpiriibh, with the question of the 
displaced worker? 

^^r, SuATKKN". T think a jobs bill wbu impprtaht. 
T think it i?'\lly does depend on one's ^assessment of the magnitmlc 
of the change. Tf- in fact it is bnly 100,000, then it would call for dif- 
ferent measures than if it is 3 or 4 million. 

f think Jthe 100,000 figure is really spacibus, since it.docs hot even 
coriespbnd to what hasi:aken place in the aufomobiie industry alone; 
T tliink the larger figures, whatever the exact figtire may be/l think 
the Jarger categbries are more appropriate, and T think they caH for 
action tiia t is e cpial to the challenge, which wbiild have required some 

''t b f j o}>~ 

Representative Luxorkx. T^et me ask you this qtiestioh: The Jbb 
IVaiiiing Pnrth^^^^^^ we pas.^ed came out of the CETA 

experieiice, where we observed that most of the problems that we had 
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jiiid ihv waste of fuiidF^ took place on the public sector side and tlie 
siicco.-x's took j»lar(» oii tlio private sector side, _ - 

AjkI this bill, the law that will actiially go into eflect on October 1 
of this year, directs it to tlie private Sector side and- not to the public 
sector side. That is why T am asking the question. WThat is th^^ 
or what is the InMiefit tliiit is being promoted by redirecting resources — 
because \ve onlv have a limited ambjint of rcsoiir^^^^^ 
or [)\il)lic sect^)*i |ol)S as opposoil to 4)rivato sector jol)S, i)articularly iii 
nil ever-changing techiiblbgical onviroiinieht where the oxpei^ience has 
lar<r(.l^v hceii in the ptiblic sector they train people for already existing 
jol>s that are not necessarily trahsferablepii tteo 

Really, it is a nice thing to tn Ik about a lobs bill, but in that contesit^ 
can you* shod some light on why you would suggest that we iieed public 
service employment ? _ - - ^ 

Sir. SriATKKX. Because I think the private sector in fact, while cer- 
tain of the things that are wortliwhile have and will be done in this 
area, will be inadequate for the scope of the kind of challenge that we 
are l()oking at right now. - - 

To siini)lv i)oiiit out what happened at CETA-and sav that gener- 
i<»iillv this iijcaus tJiat public participation in this area isjAb<!imtly 
miwoi kable I think is really sliort -sighted. It blames--it takes Avhat 
happened in one specific casa with all its sliortcomings anclessentially 
(•xtrai)olates that to a much larger case wliercvthe administration, the 
design of the bill and various other factors could have a much different 

kind of an impact. _ __ .,,.1.1. *u 

I think we arc going to need somethmg in addition to wnfitever tne 
l)rivate sector is goiiij^ to able to^ do ^his area. And I think that 

-i}^gQing:to i^cqTiire^om^typc o^publjc j obs bi lj^ 

Rei)rese_ntative Lt'XGRi«:n. Mr. Friedman, 



uei)resejiiaiive iJi':suKr.ri, -.^xi , X' iicviiiit**!. ^ , - j 

!irr. FRiEii5i.\x. We have got 11 million officially coun^^^ 
ployed, anotiuM- more than P/o million discouraged unenipJoyed,^5,5 
iiiil'l ion involuntary pu!)lic workers. I think we are talkirlg about 16 to 
IT iiiillibn i)eone who needs jobs, _ 

I ftfrrce with you in terms of the loniJ run,_we need to adclress the 
problems related to the structural change in the economy. But^we also 
need to look at the shortrun problems too._ they are very in^^^^^ 
lated because a lot of the thin.crs we could do in the short run would give 

usabettcr future infrastrucUire investmeh^^^ - - . 

\11 the bridges that arc falling down, aU the hospitals and sewers 
and schools that are in disrepair, tfcse are things that could be^ done 
now that at^the saiiie time a basis for a better future. Public 

Sc4-vice eiiipjovment is needed top, __ ^ ^.u- uv 

Kepreschtative LuxoRKx: If that money comes out of the public 
sccior,_wlmt about the job losses in the i)rivate-sex >tor ? 
Frtkomax. It does not^ 



Mr. FRTKOMAX. It aoesnoi^ 

Representative Luxorex. What do you mean it does not? Who ere- 

ates the mbriev? — , , , - -. 1 i ™ 

^fr Frtfomax. When vou have the kind of unemployment we haye 
in this country today, vou can put people back to workjh^^ pubhc 
service employment without subtracting from elsewhere m ^f^ecoiiO- 
my. We aiT running an economy that in A^82was^sop $1,500 be^ 
its potential for every man, woman, and child. We had a recession that 
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rost $100 billion in wo4l1th that coiild Imve beeii piofjtirocl if ovory- 
bo(lv who wanic'! a job had ii job hist year. 

So in fact, us wns doiio in (ho 10;5()\s, n.s was done throii«j:h (ho Xow 
\ ^^J^^ _ V V* '4^^;^Ji ^ ^^^^ *^ ^'^^^ V^'< a d n 1 i n i s t ia ti o n — whov I i lo w 
into tiiis city I hindod at nn airport (hat mia hmU as a rosnlt of a 
^?9^'<'l''*huMit projjiu^ placo in the IfKiO's. Whon T ^row np, I <xiv\y 
up in a town wh(M-(» tho ><tmliuui whoro I wont to soe tho lufih sohool 

< ^ 1 j I' J?a I nos \yjis bi n 1 1 i n t h o 1 0:^0 s t h rbu <^ h one of t h 6s(» wb ik 
progress a(i:ninistrat ion |)rop;raniH: _ _ _ 

. ^^V** 'V*^y^* ^*^'A*l'y hit asj^roat (oday aiid iriiisod nvsmircos ahii'hi- 

int^ly I'loso to the leveis (hat previiijod tlion Muiilai kinds of i)ro- 
<ri:uhs. upihited to be siir(\ cbiild be vo^^^^^^ f'ffcf iiyc' iHJW- 

Represeniative Luxokkx; I appreciate your position on that. I just 
^^'1^1''^^^/^^^^*'^'^^^ ^^'^ IV^^^T^ ^^I^'L? "V^U^^ 

I)ecend)er that were not there, and tliey were not created by tiie jobs 
!)iU that \\v passed last year. 

The study that was done on the jobs bill passed by Congress showed 
more j()!)s svere targeted for areas of hi^h ehiplbyhieht and h»ss jo!)s 
wore targeted fbr areas of greater unemployment. Where the jobs are 
targeted seems to depend oiv where the chairnieii of the ciuuihittees and 
•^'iihcbujijiit tees are frbni. I db not think you ai e ever going to subtract 
tlie poJitical element in making those decisions. 

AnU IMnkly, T really db hot see hbw you .say that if we take this 
money and we buihl an airport vvhotlier we iiooA it or not in southern 
f a I i fo r n i a , t h at y bi i can n b t ge t any bbdy t b agre c w h e l e t o p u t i t ; " Not 
in my backyard, you do not,*' Ls the watchword there. That inouey 
I Ab* he f i bhi j,sbihe\y here ^ c it lie r f rbhi a defic i t , a gi ea te r de fic it 

that takes it out of the opportunity for capital invostment, although 
1 )o i; ro w i 1 1 gin 1 1 1 e j ) r i y a t cv.sec t or , b r t a\ a t ion. 

Mr. Getrox. I happen to agree. Wliat l4ini sayjng,-in essence, is I 
think it is wrong. I thjn^k w^^ need sbme quick -fix These people are 
filing potholes, building bridges, building? stadiums. That is marvelous. 
But those people aie gqin^ tb l^^ after the 1984 elec- 

tion. They are not going to be ti ained for anything else.Itus a quick fix 
^^ .S^t them but there yelling and screaming. That is all. They are hbt 
being trained. _ _ 

And I think it is a shbrt-sigh^^^ It is a Jypical American 
approach. We worry about every tlnng. We have a 2- week memory. We 
do^not look at delayed goals. 

When I was in China, we saw people who were working long term, 
working long hotirs saying, "I am riot going to have my children's 
children. We ^)eHeve in long-term growth. We believe in eSuration. 
We believe in training." I said, "What is it about, Biuldhism, Shinto- 
ism, or Taoism? TVhat is this ethic yon are talking about," lie said, 
-^ii-Engrfeh-j'ouH:^lHt t^ _ 

I think we have Ibst part of it and we are trying to throw money in 
programs. It is not an answer. The answer is, got people bac^in, let 
them iihderstand they have to work for something, and train them 
to do that,^not filling potholes. They will firiish tlibir pbtholos^ they will 
tbsprthQir-ji^bs-TTrl^^ not going to be prepared to do 

anything else: 
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Tlie OovcM-nnicnt 1ms pot to work- throiifrh private corporations; 
r'jiiLi^^^yM^^^^^ tlu» inoni^y is ^oiii<^ to Ixi jit^ cveii if tliey put leverage 
money over IhtM-e.- _ _ _ _ . 

J^^l*i!^^^lU_iV^^ivo Lttxoiie^^^^ Ben click. 

!VFr: Bkxihck: Tlie cjirefiil evuJjintions whicli hnvr^ been done, public 
C^^' ^ j I j \1 ' J 11^* ?] ^. HlI^/ 1 P P I' _C K T A p ro p: ra 1 1 1 s, ( 1 i ( I no t q u i t e <?e ne rate 
till* record tlu> Avay you clinnicterizi^d it, T i^elie-ve. You mid tlie suecess 
^V'1^.?i^-^^<"jjite<l with tlie private sector and failure witli the public 
se(»tor. _ _ _ _ . 

* ji^' ^V^i ^_ < 1 til at 1 1 ) 1 i c se r \' ice e i h p Iby m eh t , t lie ] ob - 

i'ri*atj()ii prorri'jiins, jiad_\('ry liill(» iontrmn i-Alin-i (ui _pe()])l(»'s (»iu4>loy- 
I'<^^^i*>l^_^xceptm^ iiliddle^ped fornier public as- 
sistance women who seemed to benefit from job experience, and that 
seeliitMl t <> lielp t hHii ill Ihb |()n<i:riii\ 

But for males and for most i..:oi)le involved in puldic service em- 
P^^y * P V^U^jc Pen;ice em plpy n^eat nieaii t iiicoiiie in tlie si idrt run 
ami no particuJar better job- market success in the lonj^ run: 

^^J^^rj:^^'^'-^^ Pi'M''^^"!^ A^ia1^^i)1^ witli the 

l)opulation with whicli tliey were dealinfr, disaxlvantafrcd people, that 
did seeiii to in-oiiiote their emplbyability much more success- 

fulJy tliaii simple job experience, 

Kepi*e>ehtatj\-e r^rxoRKN-. T Svant to thank tjie ])^^^^^ We jia_cl_hbped 
to try to draw a consensus today. We do not want to understate tlic 
romnlexity f)f this prbhlem. IV fy libpe is that by payihfr lubrel-attehtm 
to it, by liavinp: a number of liearin<^s o»i the question, tryijifi: to assess 
'^v^^ "Mf^!*^ U't juid dciU with some oi: 

these questions before they come to us in a crisis situation: 

I wjuit to thank all of yoii for coming here and driving jissoiiie ideas 
jis to the ina<piitude of the problem and tlie possibilities of sohitions 
to the retrainin^r task that-T think is before us as we deal with tlieqiie.s- 
t ions of structural unemployment now and in the future: Tlianlc you 
very nnicli: The committee stands adjotirned. • 



f Wherenpbiu at 11 :55 a.m., the committee adjourned, subject to the 
call of the Chair.] 




INDUSTRIAL POLICY: THE RETRAINING NEEDS OF 
THE NATION'S LONG-TERM STRUCTURALLY UNEM- 
PLOYED WORKERS 



Sfrtte and Local Responses to Job Retraining and Problems of 
Dislocated Workers 



FRIDAY, SEPTEMBER 23, 1983 

Congress of xnii United States, 
^JoiNT EcoiToMi^^ 



- Tlie comjiiittcc-met,Lpiirsuant .to. noUce;„at _M 
Kayburn Ilbuse Oflice Building, Hon. Dnhiel E. Luhgreri (mbmCer of 
the committee) presiding. _ ^ 
Present : Representative Luhgreh. 

Also present : Robert Premus and Mary E. Eccles, professional staff 
members. 

OPENING STATEMENT OF REPRESENTATIVE ITTNGREN, PRESIDING 

_ JReprcscntative tuNOREN. Well, gentlemen, welcome this morning. 
The hearing todajr is one in a series of hearings that we have had 
during the course of this year. We started on the overall question_of 
national industrial pblic^T^what does it mean and what does it not 
mean? What are the things that ma}' or may not come within the 
rubric of industrial policy? 

Following on to those hearings, we thought that we ought to have 
some hea^ in^s on the (Question of long-term unemployment because 
that question kept coming up from those who Fuppbrted the concept 
of natjohai industrial policy, as well as those who did not. It came 
up as a subject tliat we must deal with. And so in ord^r to fbcivs atten^^ 
tion on this important issue, w^ ara having a series of hearings. 
Today- s are entitled, "State and Local Responses to Job Retraining 
hhd Problems o f Dislocated .Work ers:^' — - — - - _ 

The structure of the U.S. economy is changing.Tl^uch of the Ja^OT 
force may be unpfepared for this change and the ne\ir jobs it will 
create. Thjs hearing, as I sa}^, is the second_ih_a sem 
Economic Committee hearing on the problem of long-term structural 
unemployment and human resource development. 

Last Aveek, the committee heard testimony on the number of struc- 
turally unemployed \vorkers and on the heed to ^.eep the skills of the 
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Jiibor toivQ onrrojit. Our objective in these hearings is to examine the 
Gm ornmoiit's iole in jpreparirig American workers for the new jobs 
that tlio change is creatinjr- •' 

Of course, we recoOTize tha^^ 
ly adclrcssod by the Federal Government alone. A partnership, includ- 
ing alllevols of government and bu^^ 

Workers wlio are most prone to be thrown out of work often lack 
t^ie Rkills to firul jobs in the new industries in the new sectors. When 
this happens, their families, their friends, their communities, suffer, 
as does the entire Nation. The social hardship and economic ineffi- 
cLelncy assocmted with this condition must not Be allowed to persist in 
thcrycuTs-ahead: ~- — — — — — - '- ^— - 

Surely^ .solving the prbblerii of ^^tructural. uhemplbymeht is within 
our grasp. The challenge confronting the Nation is to use its tech- 
lyi^?^?^' Ji'^/l workers ki-ep pike with changing, labor 

markets. Helping workers to keep their skills cnri*»nt is the best road 
to ])rbs|\erUy and for A me vicaii workers. 

The hearing today will focus on approaches that States are takin^r to 
"l^Ltbc. t ra i njng^ noeds of their workers in_a changi hjj economy .The 
committee is particularly interested in how Statcsnre designing in- 
1^ P_^l^_ti}^^^7Pi^8Ta ue=t ra i hi hg-heeds^bf^t hei r- 

economies, _ _ 

Also, t h e •Tbb Tnl i ri ing Pa rt ne rsh i p Ac t , wh ich t akes e fTect i ri its 

entirety- next Saturday; -gives States consider able-rresp on sib ility for - 
training. This cqnimittee wou Id like to know how States are respond- 
ing to the challenge and if a national training and policy based upon 
States and private sector cbdperatibri is feasible ana desirable. 

The_ witnesses from California, Delaware, South Carolina, and the 
Ford Motor Co. have been asked to address these and related training 
issues, because of their diverse experiences and, in some instances, their 
attempts to meet these questions already^ And we hope that those ex- 
periences can give us sbme ideas, some direction, as we consider the 
various proposals before the Congress to address this overall question. 

I would like to thank the panel for being here^ to welcbipe them^ and 
to say that at the outset, all of your prepared testimony will be enteretl 
as a part of the recbrd in its entirety. And if ybu wish tb read frbm it 
orJ:o hiiifhiight it, we would likayou to proceeds as -you wish. 

The first member of bur panel to testify is Mr. Deniiis Carey, the 
secretary of labor of the State of Delaware. / 

Mr. Carey, please prbceed. 

STATEMENT OF HON. DE^S_C. CAREY, SECRETARY OF LABOR OF 
THE STATE OF DELAWARE 

/ 

Mr. Carey. Thank you very much. Congressman- I would like to 
split iny testiinbhy itito two di'stiiict parts, the first (if whicii would l>e 
a sinnmary of congressional options, and considerat/ions in addressing 
the needs of the displaced worker. And I will not provide, which I 
think you liave already dbhe veiy nicely, what those needs are. 

The second ])art^f my testimony will relate spec^flcidly to our delib- 
t'riitiohs wtli th^^^ Hbuse Conference on Pybductivity, a repbrt 

which was delivered yesterday, and I can do thauvery succinctly: 
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/ Wliilp tlioii^j^lilfiii, wrj j-harnionizcul fiscul tnulo and iiioiietary poli- 

/•Ia's an! :i luuv^^sarv lon^r-icM-ii! (•oiulil ioii ail^livssiii*^ the elia 

of till' Niitioirs ilispliiciHl workiM-?;. siirli actions, in t jioinsei vos, are not 

<:i i-uiliriiMit i-onilition. OIIkm* actions are mtinri^U. 'I'liciv anv 

/ jidsslhli' a j)j)rojielu's for your considotntion that can be taken to directly 

/ aclcirc^s the displaciul worker iss!Jc\ While ji nuinln'r of variation 

; cut-h of these coiu'cpts huviv he:Mi i)ropose(i; many of which you are 

i <juite familiar with, the follo\viii<^ ari' the hasic concepts now under 

I c()iisi(UM-at i()n. 

The Hrst. is the j^eneral reveiuie iippi-oacli. Tit:le III of the liew Job 
'riahiin<r Partnersiiip Act is the !;! test of several tWerully financed 
^ tlisidacnMl w()rkAM-_pro<^niius aiid is t^^ii'i'f'i^tJy |uitded at^240 niiJlion 
' for Jiscal ypar lUS^ri'itlc? llf \viinn<ely"Tiecm tlie prinmfy'xvlTOle 
used by tlie administration if aKernatives are not creati'd, since it was 
creiited with the President s sui)port, offers fjexibility in its operiitiou 
at the State le\el, and would require soiiie iiiiitchiiig from the State 
jr«>i'vi*iinie!its: ' '__ 

However, if uheinplo^uieht contiiiites at d^^^ 
tht^reuboiii.s, tins title could become a target for multibillioh-dollar 

ronsideration. . i _ _ ^ 

r:i:__iJso^ thercJs j he^potxint ial J!o 

nues by targeting funds via the vocational education reautiiorization 
l)roccss which is now^ under consideration by the Congress and the 
adminifttratimv. — — _ 

Witii the iise of title III funds, Delaware Fas_r^^^ 
pilot prbgrain to assist dislocated workers; St'utistics are oftentimes 
misleading, but I can report to you this uiorhiiig that based on th^ 
Jirst pilot phase of our project, that 80 percent of the program's com- 
pleters being provided with job counseling, and rcUa^ 
were placed dining a 5-nionth period; and services were provided and 
current with leceipt of collection of uneinplojjuent ihsm^^^^^ 

The best test for tlie success of this prograni is to ask the participants 
themselves. Since they are unable to be here today, I thought that I 
w(wU( I express con unents for tlieni. _ 

Interviewed recently by the_ local press^An exfac who 
used to measuwi, coior^and softea leather used in handbags, shoes and 
belts for the Seton plant mJDclaware, which closed as a result of 
foreign jcorapetition, is now working in the Hercules Co, mailrpom. 
She said, ''I believe that if it were tlie prdgram, I would not 

hav^-this job: I would never have thought . to come here. I thought I 
could not do it.Ahd now I can J' __ _ _ 

itnother participant worked at Atlantic Aviation Corp. assembling 
and installing aii-craft ihtenbrs until he was laid off permanently in 
S^ovember li)82: Through the program's job development, Jrainirig^^ 
and cduhselihg services, he is now working as fulab technician m 
quaJit^control at Rfhyl Corp.^s plastic plant in Delaware City. He 
said. "The program helped me ptit my skills in perspective, so I could 
rei*tte it irtan interview and sell myself to the conpany^" ^ 

Mahv of these people needed cotmseling and j^b. search assistance. 
T think that those two elements are the most crittca] in MY P^ofi^^^^ 
arid that we shmdd view the issue of retraining very carefully. 1 sus- 
pect that there is some possibility that there are perhaps some nnem- 
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plbyinerit ihsuraiico recipients who may view the possibiHty for re- 

traiiiinjj and caltJor change as ail opportunity to li 

ployiiient insurance systent a little bit longer than they normally 

wouldJiave. 

_ So I think retraining should be a condition only after counsx^iing 
and job search d^velopinent activity have been unproductive. 
_,_We_haye found that approximately 25 percent of the total popula- 
tion served in Delaware actually need re raining for new skills. 

^lic scjcond i^^^ for congressional considexation is the individual 
training account concept. At its core, the ITA approach would in- 
^'P^yo setting up a new displaced worker found based on contributions 
from botli employers and^sniployeeis alike, which 1 think is a of it ioni 
dimension TO^^ ITA could only be used for retrai iiig 

and possibly relocation of displaced workers. Upon the worker's re- 
tirement, the unused portions of the indiyidual's ITA would be re- 
turned to botli employere^ind employees aiike and could be established 
through a revolving fund sirnilar to the IRA. 

This concept could be built- into the ^xistin|^ unemployment in- 
^^i^ance lax^ and could_be modified to include general reve- 
nues from the Federal Government _ 

The t hi rd of four t'ecprnm t he U.S. Employ- 

ment Service. I'he U.S. ±i^mployment Service is the nationwide pubirc 
network of pi acemen t and emploYmenJ:_s^ ices establ ished J5_u rsuant 
to the 1933 Wagner- Peyser Act. Financed out of Federal u n era play - 
nient taxes paid by employers over the years^if s mission to assist the 
imemployed in finding work has been blurred^ as ES has been given 
additidnal respbrisibilities, bnt^ funding. ES has bften 

been unable or unwilling to assist displaced workers and I believe 
that we cdtikl go a long way by refbciising the ernplbyrneht services 
and perhaps ^srotting the PIGS more directly involved in their ac- 
tivities and affairs. Certainly, the E in pi by rtient Service image in the 
crnplbyer comin unity currently is less than desirable, 

Foiirth. the unemplbyrnent iiisliranre trttst fund appfbach. A UI 
approach is built around modifying the Federal laws that govern 
the^ tise of UI tnist-fimds to pefmit State iise of these funds fbf re- 
training purposes. Under such a proposal, individual States would 
rletermine if they wished tO-4i«5e trust ftmds fbf training purposes and 
lintlcr what circiim The States can set up their own financing 

irrangementa for training, linked with the i^ceipt of unemployment 
[ hs 11 ra h ce . as 1 ong as i t is hot t i ed to the ex pe r ience- ra t ed sy ste m. 

tn the interest of brevity^ I have provided something Tiim sure that 
^^ill_ l^e of interest to ybUj Cph^n^t^ssman, as ypii consider these bptiohs. 
[ have worked with the AFfc-CIO at the imtional levet the UAW 

tUc hat ibrial le vel . the U.S. Chamber of Commerce^^ the National 
Association of Jfanufacturers. and the National Institute for Work 
^^'^ T/ca rh i ng, as well as 1 1 ie . Nat i on al Com m i ss i on for EjnjDl ay m en t 
Policy in reviewing these_Qptions and they have assisted me through 
he COT 11 n i i 1 1 oe {) f oc^ess w hi c 1 1 G o vet nbt"^ tln—Pbrii" rhaii^d-tii-i^ roy i de — 
:oii with pros and cons of these various approaches which I think 
niirht be bf sbme benefit to ybu. 

Second, and very briefly, I woiiTd like to report on my address yes- 
efday tb the White House Conference bn PrbdUctivity, in which I 
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i'olatiMl the »'xperionce of what was refcrrcid to as a. computer tele- 
coafercnelntr prcMTSs bclwoen approxiriiately 175 ihdiyiduals natiphr 
wide in business, labor, and government. Their rc<?ommendations are 
based on the consolidation of a]l of thosc5 remarks Uirbugh a cbmjDute^ 
telecoiiference led by the productivity center in Houston, which re- 
veal(Hl seven areas of pbtohtial action, some of which will be consistent 
with my previous roiunrks. ^ 

FirsK hxbbr markot infprma ^^irtpbwer 
iuhhLs to 1)0 si;u:nificantjy improved in each locality. And I think that 
the Con^rross should MriQi»-^ly cbiisi(^^^^ cbniputer network 

ainong tne States to assist in the development of a Jiational job bank. 
This would be iiPt very costly jmd for 
- those- of us who are transitioning workers from one region of the 

Natibn tb _anothe . — , . 

_ Second, pri vat? arflnstry councils provided for in the Job Training 
Partnership Act of 1982 need to be made operational and more cffec^ 
tivc quickly: There is some evidence nationwide that the PICS are off 
t^o a slow start and I believe tliat added iinpetus could be given to that 
pj'Ofoss witlx the help of additional support, financial support, frbm 
Federal sources in trie future. 

Third, it would be desirable, in my view, to use in some measui-e^ the 
nri(*mplbyment insttrance trtTst^tmrt to ns^^ retraiuing,- 
particularlv for individuals who have little prospect of returning^ to 
their old jobs. The iStates of California iind DelawareJiave pioneered 
I n 1 1 1 1 s are a i n Avay s 1 1 1 a t sh ou 1 d be exam i heel by b th er S tates. 

Fbtirth, there ai-e activities in California and in the Canxcdixcn system 
which mifrlit be extended to other States in advance bf pla^^^ 
Labor and management in the plant where ^)rganizations exist in coop- 
eration with State agencies seek to but p^^^ the individuals a 
provide appropriate training and counseling prior to displacement. 

I think that is a key elenient in this whole j)rbcess, that wo should be 
piirsuing a policy of prevention ratlier than a policy of cure. And I 
would like to refer to Gbyernbr _du 

gaged currently in a process where we are spending billions for income 
maintenance and pennies for training and retraining activities. 

Between 19T6 and 1981, for example, the Federal Government ex- 
ponded $18 billibh in extending iinemjplbyment beyond the normal 
compensable- period. Of that total, $53 million, or one-half of l.percent 
of that total, was ihyested i^^^ and retraining assistance, 
hajxlly a wise human capital strategjr. 

Fifth, in some area.s such as engineering, where ^^^^^S^s 
arc likoly, if the country is to have significant economic grb\yth, en>r 
ploynieht needs mii^^^^ and appropriate private and public 
measures developed for each. __ 

Sixth, iihdor existing collective bargaining agrefirnents, there have 
horn some encouraging developments with joint traihing funds bevbnd 
the traditional area of apprenticeshipLprog^^^^ The Ford Motor Co., 
tJie Fnitod Auto Workers, have develbped a joint tnistee program to 
desi*?ri training programs for both emplovees who will remain in the 
a:'tomobile industry and thbv who wijl he cbmpelled to seek the 
oinp>lbyirierit elsewhere as a resuit cf dislocation. 
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_ And seyehtlij^a^^ remark, t'.tle III of the Job Traihihg 

Partnership Act; is devoted to displaced workers. The Labor Depart- 
iJi^O^ shoiiUl be eiicburagetl to develop its programs in these areas with 
more cooperation of labor and management and appropriate commu- 
nity organizations. 

With that, I would like to thank you very much. Congressman, for 
your attention to this yery critical need in bur society. Thank you, 

[The prepared statement of Mr. Carey follows :] 
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rUKrAKKl) STATBMENT OF JIoN, DENNIB C. CUREV 

o-TrjKf r:)H cTA'.'r.-hLz^ roN's "-^cation 

iuri : inclr-, there is little an:ee~ent on either the jnagnitude or 
cnn-ric i;riort.i:ic:c of the cU li :>I jceci worker rrobler.. Debate centers on whether 

n : iLL ,:;.i;cd workers encounter unac = er''-al:ltf difficulties ih^fihdihg new 
wet:. . Vt.'': t-hv T'j : J rc wnutrio: i u:. lic pC'liry sn:; -!^ be s _i.uctured tu assist 



■ri> ;r.Mnt. ^ ' s'ji'v^irrir-.iJrt. i ritorvent 15:! r5r-:e:ic: th.-it worker dislocation is 
■rr.iT-- • r^l U-r th^it will bu alloviiir:ei cs economic recovery takes hold, 

now o':>vort uni 1 1 cr for dirrljired workers. I't^ponents of federal 

~.r;".z t.iricn '.^ra\^f■ that Jisi l-ico:, workers lack the skills neeaed 

V,- ; • to cinot.ier ^ro ar.d rhc- ro :;; re face extrcc rdinar\' reemployment 

r-:' '-i ? t.. ar*" ccrtly ''-^^ o;:i' t-ie wc'rkerr. persohallyi but tc the 



ar^iue icr action. 



:r, tno -^rror.t c r .i ^ *■ ""lO-rc? ir'^crrii -icrial ec^nor.ic competitiior, an:: 
. ; terr.:-.: ..'"'i r-rn-rc-.i!^ , rror^urid ar.^ irreversible structural shifts in 
;o I 5. tjj'c::.- r ■ i^.'ivo t-L-cnrie viuosrrtad ar.d mdeod ir.c-vitable, A^; a result, 
: orec-cr-tcci hX-rZ^fr' American wor^or^ are now experiencina difficulty j.r. 

'vo- 1 .: r,i:-ic.r, :>o-rIe were •ancr-.r. -ryed for s me part of 19S2 , up from 
- ^:t^7_. ivti ^nd T-.lll;-'?' Wa-c-: workers conpelied to 

irert T-art-tiri'- ^ob? or suo-mir.inuir wase." are alsc consiaered, the Bureau of 
?.hr.: ftati-. iicc er-iinacec th.^" nearly a inird of all .'merican u-orkers are 
>::0 r icr.cinc err; I o '.'no;.: :roble:X', 
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Some of Liiuuf workisrfi were only temporariiy unemployed while changing 
lobs, of course; others are beinq recalled to their old jobs as the ecohoniy 
continues to expand. Although no precise estimates exist on the number of 
dir.locatdf? wcirtei-; CBO has reported that depending on the di.'inition, there 
were becwe«»t. S/.0,000 and 2.2. million dislocated worker: in January- 1983. 

The ; "iro'-orable loss of over 300,000 lobs in the auto and steel industries 
is but a highly viGiblo indicator ot widespr-iad structural chanqps that will affect 
m.inv ot.»er industries and irallions of additional workers in the years ahead. 
Poter Druckor predicts that in this decade and thw next, another 10-15 
million manufacturing workers and at least ar runy -ervice uorkers will be 
duL-laced ac a rer.vilc of automation, plant relocations, and domestic and 
m -;ernationa I economic: competitiohi Even if Drucker's vision of the future 
x;:; only half correct, sucli massive worker displacement represents a maior 
triictura J t ran? fo rnation of rjnerican emplosrient. 

i ncrt-'dsLi.c numbers of manuf acturinr workers lose their nobs tc robots 
and foteicrn workcrr. , the- iirsut; of worker displacement has become both hiqhly 
x-olatilc and nolitictiljy sensitive^ Yet despite the mouhtiriq personal, 
economic aud wlitical stakes involved, institutions in neither the public 
not rrivato.' sectors are adequately prepared to assist displaced workers m 
fir.iint: new work. 

Today, the need for displaced worker adjustment assiotanco is massive, 
Jut the Droarams available to meet this heed remain narrowly focused, 
fraamontod amona 22 qrant-in-aid prorframs -lat reach onl^' a small j-ortion 
jf displaced workers. Moreover, t-hose proarams desianed to assist un- 
iciployed workers qenerally — the Employment Service or Unemployment Insurance 
;ysteir., for examplc--have not been effective in helping the displaced to find 
jew work , 
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Most displaced workers have job experiences, haibits and skills that can 
be redeployed — but only in another place or in another type of -jbh. Although 
rost of these workers will continue to need jobs, they will be unable to find 
then until they qet reliable''^fonnation about job vacanc-es , U'hich could 
be advanced through a national conputerized nob ban)-. s-.-ste-J, rerrain cr 
relocate. 

fOgS-^ SLE SOLUTIOH S- 

Khile thouchtful, well harrchised Fiscal, trade, and monetary- policies 
are a necessary* lonq-tem condition for addressing the challenae of the 
Nations* displaced workers, such actions ir. themselves are hot a saffl-ier.t 
condizioK^ Other actions are required. 

Tiiere are several possible approacher t^nat can be taJ-tsr. directly 
nddrcsr the disti.iced worker issure^ U'hile a nunser of variations or each 
of tncse cor.ceprs have been proposed, the'^ fcllowir.c are the bazic concepts 
now under consideration. 

T- cer.er.il pevenug.- At rr oaci, — T-rle HI cf th.e new Job Trainir.a 
rartnershit. Act is the latest o: soveral Tederallv firanced displaced 
worker proarars and is currently funded 240 r^llion for rv'bn. Title . 
II : will likely become the nrinar>/ vehicle used by the Adr^r.ist ration it 
alternatives are not created, sinre it was createc with tr.t President's 
suptTort, offers flexibilitv in its operatior., and would require some matching 
iron the state aoverroents. However, if ur.er.plo\'r.ent continues at double 
dicTit levels, this Title ccjuld become a taroet for multi-bii:i:>n dollar 
Iov6Is of fundms. Also, there is the poter.tial for mcrca^mc; the pool 
of available revenues by targeting funds via the Vocatioriai Educatior. 



i09 



106 



reauthorization froces:; which is now under cor.sideration by the Concress 
and the Adninistratibhl 

v::th the ust? of Title III funds, Delaware has recently completed a 
X .Irt proaram tc assist dislocated workers^ S0\ of the program's completers 
were r 1 jced durin? a five (5) month perxod - and servict s were provided 
cinrurrent with receir t cf collection of uner.ployment benefits , Tne best 
te.' t :c: the success c:' zr.ls prbcran- is to as?, the participants I Interviewed 
recent I V by the local rress an ex-factori.- ecir>oyee who used to measure, - 
c-^lcr, and sorten leather used ir. hand baas, 'is and belts for the 
St-t r rIKht, wH'icri closes as a resul-. of fbreidn competition is now working 

tj:e Herculeii CdriT^hy mtiil fo^sr:: i'n^ saiir" I be2ri ere-"th3 t if "it~werer ' t fcr^ tihe - 
■•rof7r»ir,, I wouldn't have gotten this Doh. Z would have never thought to cone here, 
: t,'i.-'u-iht I couldn't do it, and now I can'.' Another participant worked at Atlantic 
K'.'i.iZ'.T^r. Cortxjration assemblmc and in'stallmr aircraft interiors until he 
wlis l.iud off j'orriahently in November 196;. TTrouuh t-ne procraur. 's job 
jovel i^t'incnt , trdininq, and counsellinc services, he is now working as a 
Lai. "lerhnician ir. quality control at Ethyl Ccrr's clastic plant in Delaware 
Ciry: He said •' the proaran helped me but rfy s>;ills ir. perspective so I 
c/'-uld rflate it m an interview and sell nr/self to the company". His wife 
D:.in*.- ciaid "tiiat proarar^ taunht him he Had no re talent than he thought". 

runy of these people needed counselling and ;ob development more than 
rctramina to secure new enploymcrnt, as only arproxirr.atelv 25% heeded 
re -fri i hihcj . 
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II, The Indiyi^imrt- ^ r ainin q A cco unt -£oncep t — At its core, the IT*, 
acirrrkach would involve setting up a ncv displaced worker fund based on 
cbntrib-itions from both employers and employees » The ITA could only be 
used ror retraining and possibly relocation oif displaced workers. Upon the 
worker's retirement* the unused portions of the indivitual ' s ITA would be 
returned to' both employers and employees.' This concept could be built ir.to 
the existing uneiroibyment insurance tax structure arid coiilc be modified to 
include general revenue contributions » 

III. Refbcus the L\S^ Etnploymerit Service - The C.S, Employment Service 
(ES) IS the nationwide public network of fJaze;nent and eK;plo\'ment services, 
established pursuant to the 193 3 Waqner- Peyser Act. Tinanced out of' federal 
unemrlo'lTnent taxes paid by employers, over the years its mission to assist 
the unemployed in findinc work has been blurred as E,S. has been given 
additional respdnsibilities but no additional funding, E.S. has often 

been ur.able or unwillinc to offer d; splaced workers the placement and referral 
serv'ices for which employers are taxed. E,S, could be restored to its original 
mission so that adequate resources may be devoted to services for Dob losers. 

XV, The Unemployme nt Insu r an ce Fund Ap proach — A U.I. approach is 
built around nbdiifying the federal laws ^at govern the use of the U.I 
Trust runds to permit state use of these funds for retraining purposes. 
Under such a proposal, individual states would detentiine if they wished 
to use truist funds for training purposes and under what circumstances. 
States can set up their own financing arrangements for training, linked 
with receipt of U.I,, as ibnct as it is hot tied to the experience rated 
systeir;. 
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Pros and Cons of the Variou s Aoproaches 

Each of w.ie possible approacnes has posi.ive and neg2t:*'e 
features. They are as follcws: 

rn^ Genera: Revenue r^oroacr: — The principa: acvantare o: th- 
genera- revenue approacn is that tne iegai .recr.anisrrjs -.ow exiit ir. twc 
principal zcrr.s — the ad^ustT.ent assistance provisions ir. tr.e Trade 
Set of 1974 and Title III (the dispiaced worker title) ct the Jcc 
Tra:r.i:ic Partnership Act of 1982. Thus, with'the provisicr. ct f UncE , 
prccr2~3 could be initiated as soon as funds were rnaae availacle, 

priricipa: cisacvahtages cf general revenue prcgrar^E -re the 
potentia. for high administrative ccsts and the usual pclltlcal 
prcble.Ts always associated with prcgrau^s wner. deniands for funds exceed 
resourceE, i.e., should there be ace and mccr^e criteria, snculd only 
those i.-;dividuals dispiaced m certain incusrries 5e favored, tr should 
all displaced workers be eligible, and how should funds =e allocated 
Detween geographic areas. Also given the current budget circumstances, 
increasing federal funding for displaced worlcer crbgrarrs r.~a\- be 
iifficult particularly if there is a prospect that or.ce started, surr. 
:rccraT.s Tiay oecc-Tie a recurring funding requirement. 

The Individ ual Traihihc Account Abbrdach — A number of variations 
lave ceen proposed in the structure and adrrtihiStratioh cf the ZTA 
roncept . However, in each of these variations t.he commcn tCii ti ve 
eatures include: (a) the sharing of contributions from both business 
nd workers, (b) the flexibility in individual choice perrsittec by a 
,1, Sill type voucher-based approach, (c) the built-in incsntives for 
11 ccncerned to .T.ake prudent use of the f u.-:ds , {d) caps on .T.atching 
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requirements and (e) the prospect that the con tribut ions may be 
returned to both errployer and employee if unused, 

Th2 principal disdvantages are: (a) it is a longer term aipprcach 
and thus/ even if created^ a Bridglhc mechanism would be necessary m 
1983 or 1964; (b) it will require annual contributions from employers 
and employees until the funds are built up; and (c/ there may be 
political difficulties In creating a hew system since many of the 
parties would prefer to shift the costs to others and ( c ) a? a new 
payroll tax, it would draw large sums of money bun of the economy, and 
increase labor cOsts, 

Re-fotnr a the Em p l o y. •' en t Service — The major advantage of 
refbcusing the Eimplbymeht Service to displaced workers is that the E^Si 
system is in place and • services for- -the unemployed —ar« its._basic 
mission. Retargeting E.S, would improve services to individuals who 
need it, arid reduce uriemplbymerit costs to employers as claimants return 
to work more rapidly. Displaced workers already are interacting with 
the E.S. system through receipt of unemployment insurance benefits. 

the chief disadvantages are ikck of employer confidence in the 
Employment Service and the problem of providing alternative funding for 
its non-labor exhange functions. 

The uriemplbymerit Xrisurtirice approach — :. The principal advantages of 
the U.I. System approach are: (a; the revenue-generating systom 
exists, thus . generating the funds would be a matter of iricrisasirig the 
uriemplbymerit tax or diverting existing revenues (perhaps allowing 
employees to use funds from thei r extended benef i t en ti tlemen t for 
financing training vouchers prior to exhaustion of regular 
uriemploymeht insurance benef its 1 b ) an administrative structure 
exists; and (c) the choice of participation in such ah approach would 
be left to the states arid thei r leadership ; 
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There are tarec basic disadvantages to this approach. The fir«it 
; ? financial. Jpecir ically , the state trust funds are how in great 
uinancial difficulty. Today, 21 states have depleted trust funds and 
ire borrowing frorr the federal trust fund {see l^ble 2 for the status 
3f these state fjhcs as of November 30; 1982)^ Moreover, the Tederal 
jnempl cyment Trur. t Fund wh ich provides adminir.trat i-^e funds to run 
"rat*^ proara-£ , ^iKzended benefits, and leans to the state trust fur.dSf 
Ls also th d^^ficit pRSitidh, The addition of hew fihahcihg 
'oquirerrents or ^her-c systems would resu.Z.t either .\n additional payrcll 
laxes, addjticr.r. ' federal contributions or some comb i hat ion. 

SoCond, brir. the s'ate and federal unemployment trust funds were 
:e '- .ip to prcvine unerrployment compensation. Ratings, assessments, and 
).v,bcjck -^s-rrarrer'ir.ts of the existing syszeTr. vouici ha^'e to be char.cred 
f an officic'- r.r.'l enuizac approach were -co be created, rf th^ st?t«» 
;r.*?rclovr^>r. ' ':^J3^ funds were used, ther. the incidence of the ta:: wo -id 
all pr i nc i p-: ; 1 \ ch lirrs ri t'hcse states with nigh unemployment anr3 , 
'r.js, who cir€ l--;asr. able '-c r»=i:*. Mcrecver, it will be these sare firrs 
'no will be :::r-ed to ^rzrease rsyroil taxes just tc meet the existing 
iheh-plcyrrbht rr^riefit recuinlte^: Also, the 5ehef iciaf les o-' triis 
r kilning wou . i lir:elv be m anctber cccjpstion, in effect, ere?*", inr a 

^ If the fc-^oril tr>^st funds were used, anctr.e^ set cf burdens wc^id 
• cre-^ '.'-"fi . FV^A funds e.re collected nationally on a flat -ax 

a3:s, -.he bjri'^r. wo'Jid be heaviest or. firms least able "to pay, tret 
J, firrs ti*. = t are doing pocrly. Moreover, the costs would be bcrne 
y all firra i - ihe 'J.S., Sir::t; F'JTA is a national tax. 

'"hirtl, t: thi^ approach ar:5 altering the twc basic ".I. syste-'S 
unpopular. L'^ra i s la t ion a* '"either -r.e ^ieder&i or state levsl would 
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be difficult ib i>ciRs; A diverse array of croups would be likely 
to oppose tampering with the U.I, system. 

Fourth, the cost would te borne solely by employers^ Enployers 
i c *;how I e dqc their responsibility for funding weekly cash benefits 
for laid cff employees, but the costs of retraining are unpredictable 
b'jcines-s expenses, and equity demancs that sucn costs be shared. 




In the moantino, ail states should review the opportunities 
avtiilablc under existing -:ederdl and state unemployment insurance 
law 5 und*:^r which persons dravinc unemploynent benefits can enroll 
iH a:":"'ro,'v<5 t^oinin^ without losing their t)enefits. When displaced 
wcrk'^rswo'ilrf otherwise exhaust benefits without bccowinc re- 
t-T. ; irrvec., uncnrloynent insurance costs nay be .reduced at the same 
t;-if- £ri*t workers are hei tied tc adjust tc economic change under 
c*,ire:j: jJrii:Tistrative arrangements- 
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.Representative LuNOREN. Thank you very much for that testimony; 
Mr. Carej^. It raises a Jot of dijTerent j)^^^ issue and l 
hope\during the questioning and answer period we might go back to 
them. J 

Our second wLtnesa is Mrl Gr. William Dudley, Jr., wJio directs the 
State of South Carolina's Board for Technical and CQmpreherisive 
Education- / 

I want to inake sure I get t^^ you for being with us^ 

Mr. Dudley, and ^'ou may j)?qceed as you wish. 

STATEMENT OF G. WILliiM BMI^^ JE., EXEeTTTIVE DlSECfOK, 
BOAED QF TECSIUCAL/ANI) COMPKEHESSIVE rDTieATION, STATE 
OF SOTJT^CABiOimA \ 

Mr. Dud[.ej^'^W Congressman Cdngressman Lungren, staff, 
and other guests^lliank you for your interest in retraining structurally 
unemployed Americans.' We in South Carcrfina appreciate this opjp^r- 
tunif^^y tp cohtribute^o and learh more about other training 

programs throughout AjTierica. _ 

jj>elicye that there are three keys in helping the stnicturally uhem- 
pioyed American. The keys I am talking about here are flexibility, 
cobpcrat bh,^ and creativity, And here is flexibility, cooperation^ 
n ndcrea I ivity have helped in South Carolina, _ _ _ 

Twenty-two years Jigb, South Carolina'^ tech hical educat ion 
was a vision in theujiiinds^of- Senator Fritz Hollings and a few other 
prominent State officials, T^C wa a plan to enrich, our tax 
lielp create jobs -and' train people for those jobs — basicallyj it was a 
system of special scfc and a net- 

work of some technical education colleges or centers. 

Today, we are a system of IC), 2-year colleges ehrbllirig more than 
t6d,0bb people annually in all_ programs^ Opr special schools alone 
tiave trained apprbxiiriately 80j000j)^ple fbr^bver TOO^^m 
L061. IVe^alsoin i^e 1980's need to look at the concept of expanding 
that spe«a_l_schbols_p^ riow^ it has dealt only 

with increasing jninufactnring-type jobs. But I think we will agree 
in the 198(rs ajid lROO'sijthat manufac- 
;uring, more in service and information type oi industries, as well as 
iburism, which js a J^i^ pa^^^^^^ th? South Carblina^ e^^^^ 

We have trained for textiles, agricnlture^ metalworkihg, chemicals* 
^apcrj_and_electrb^^ have studied, planned and grown beyond 
ill dreams of success of the i960's. Today, one-third of all South Caro^ 
ina high schobrgraduates who enroll in higher education are enrolled 
n ^-year collegek _ ~ __ ____ 

This fall^^m the Natibn, for the first time in our history^ an ^esti- 
nated 6G percent of all freshmen and sophomores are enrbUed in 2- 
^ear collegesi i^O percent of all in higher education are in 2-year 
©lieges. Youn|? people and older workers who need retraining sense 
he shift in bUr* economy and in our society^ 

in South Carolina, this economic shift will _mean__a_decrease in 
nahiifacturinjg jobs and an increase in service industries^ In niany 
ndustries, we see a widening gap between technical levels. Mbre high 
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1 toclihology and low teclinblo^ jobs are being created, while many 
\iniddlo jc/hs at(» iHMiig t'liuiinatCHl. - 

Oiir *2-year colleges have a curriculum evaluation program de- 
Kigned to phase out tiraining for skills no longer in demand, while 
d(»velbping progranis in emerging tech 

One of our larger colleges, Slidlands Tec in Columbia, S^., is 
pliiisi hg oil t p rograms in hbrticu 1 ture, carpentry, wel ding, heavy 
equipment operation, and intaurance and real ^jstate management be= 
I'ause their graduate^ believe t;his kind of 

flexibility is on e_ key to retraining structurally oinempluyed workers 
a cross America. We must be ready to bifer specific training in specific 
tcclinologies within a matter of days^not-weeks-or montlis.- 

Yei:y recently, ail i idustry relbcated in South Carblina and within 
4 days, a specia^l scho<il was in operation: This is a tailormajde program 
designed specifically fm^^ industry for startup type of traihihg. 

This kind of rapid-start, industrial training has at tracked inuastry . 
into Sbiitli Carolina for_ y_e_ars._Nbw this kind of rapid si art must 
"PPly ^9 technical schools, colleges, and Federal retraining programs. 

^V^j in South Carolina, became concerned abbut technblpgical 
change and structural unemployment 5 years i;go. To our knowledge, 
^■'^ A^Arc tlie first Stp^e the Natibh tb develop a statewide plan for 
high technology training. _ 

111 1978, ^ye; launched bur "Design fqr^ prbgram. "Design 
for the I98b's" resulted from many conferences with officials at IBM, 
P^fiit^L ?^"ipnient C^ GE^ .Westihghpuse, 
and other leading companies, 20 companies in^ alL What we learned 
a bbii t t ecluib 1 bgi ca 1 cha rige le d us to _estjiblish six resource ceh ters 
specializing in different aspects of high technologgr training. Centers 
located at existing technical cblleges _serye as Jn^rmatibn _banfc'_ in 
computers, advanced machining techniques, advanced office occupa- 
t ibiis, robot ics, mi crbelec trpn i cs, and water qua 1 i ty*. 

TEG's resource centers offer special workshops for TEC faculty 
and staff, as well as professional development for area businesses and 
industry. / 

\ ^^"^^^ \ ^iXJ'^v An 2-yea r cql leges br / any tyj)e of train ing 

program, two ingredients are necessary — No^ t| the faculty or the in- 
struction must be on the cutting edge, and Nb,' 2^ the equipment must 
be state-bf-tlie-art. ' / 

iS'ext spring, four upstate technical cblleges will hbld high tech - 
nolof^ trainihg sessions in conjunction with ^automated manufactur- 
ing^l984 at Textile Hall in Greenville. This exhibit bf state^bf-the-art 
equipmeiit is expected to attract participants from a six-State area. 
We arc proud to offer specialSeminars f br thi|s event. 

J-^ast De^^^^^ started buj fleet of mopile training units to take 
sophisticated equipment from TEC'S resource centers intb the rural 
areas bf Sbiith Carb^ two mobile units equipped 

with automated lathes, milling niiK^hines,/ and coniputer-coiitrblTed, 
t^^PA preparatibh systems. We await the arrival bf a third unit in 
October. _ /. 

TEC'S "Design for the 1980's" prbgram/ has pjirchased state-of-the- 
art equipment and in some cases, has had it donated or coniiigned by 
specific industries. 
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As prices of this equipment rise, technical colleges- will not be able 
> puicliase as jiuicii of this equijiiheht as we will need access to 
n^tmining. Wo are Ibbkihg at alternative means of getting this 
jaipment. ...... 

Mobile units arid riuriiuriits are goirtg to be one of the aspects that 
e utilize in taking this equipment around, because in our business^ 
piece of highly specialized equipment is not needed in one locale for 
t hours a day, 7 days a week, 12 months out of the j^ear. Also^ an- 
ther very iriterestiiig everit that is being a ptilot project is in Bharles- 
>n, S.G. A local industrialist is working with bther industrialists at 
le present to see about lettirig TEC studente utilize some of their 
:iecialized proprietary, sopliisticatcd equipment aftei^hourei eithe^^ 
i the ewiirig area or iri the weekend area, so that we mi^t have 
cccss to this equipment for training purposes. _ 

Last year, the TEC system. Piedmont Technical College in Grcen- 
'ood, and CETA, cooperated to develop a pilot retraiidri^ prpgram 
[>r eihplby^ees iri the Upper Savannah region who had been displaced 
y changing technology. Many of these adults had worked at the same 
3bs for 20 years or loriger. JVIanx-had no high school diplomas or 
peciai skills beyond those acquired on the job.^ 

The pilot adult retra^ining program TEC began with community 
leetings in six South Carolina cburit_ies._ Anyone put of work for at 
;ast 6 riibriths without the prospect of being called back was eli^ibl| 
Dr the retraining program. The program began with persorial-and 
areer cburiselirig, including practice in interview techniques and skills 
ssessment. . , 

Congressman , we felt that the assessment of these individuals, was 
robably the greatest one thing that we could do for them as far as 
tie rctrairiirig program; _ _ 

Not only cFid some have the lack of educatidrial skills.- They nee^d 
0 go back for remedial workf Some did not have skills that were_ade- 
uate for the soph isticatedjobs that were cdmirig available^But more 
tnportantly, when some of these people have had the same jptei^the 
xmo. Industry, for 10 to 20 years^ there were tremendous psychological 
iroblems that had developed. Some did not know where to go for 
elp and others simply did not know what to dt). ^ 

Up to 4 year of free career training is available Jbjfchese pe^^^ 
hrough Piedmont Tochriical College. Similar programs are going 
hwMigh CETA and JTPA at six other. technical colleges. 

We expect to retrain approximately 1,100 workers in^ aur current 
:iETA JTPA programs. And we are proud of that, Tlie Job Trairiirig 
Partnership Act is an excellerit program and Souths Carolina is very 
Tateful for it. However, I do not believe that JTPA will solve the 
Iroblems of oiir structurally unemployed. In many cases, we^eed 
nore than the 13 weeks of basic skills training allowed thr^^^^ JT^'A 
o prepare unpmpldyed workers for jobs in more sophisticated indus- 
ries. Many displaced workers are fimctionally^ illiterate. We need 
nore tijnearid_more moriey to help them develop basic skills. 

lihink we find more and more are deficient jn th^^^ R's— remedial 
eadiriff, remedial writing, and remedial arithmetic. _ 

I would be the first to remind Congress that dollars alone jl^*^ 
tpp the suffering of our unemployed workers. We need to^reate addi- 
ionai jobs. I encourage evei^ohe iriterested in solving this problem 



11^ 



lis 



?9 f^lUi^ Jiff^^ivHoii upon tho cleyolopment of low tech as well as hi^h 
tedi skiii>u I also i»ncouraju^o the Con^»Tess to offer incentives to industry 
Jirll^ diJ^i>IaeexLf*i^ for different careers. Industries 

laying off workers in South Cawdina have cddpefated fullj with the 
efforts of 2-year cojlej^es tp prpvLde retraining and placehielit for dis- 
placed workers. Gooperation is the second key to solving structural 
Unemployment. 

I agree with Mr. Garey from Delaware that the cdiivefsidn probably 
]f ^!^rj\impdrtant. But if it^ that that industry 

i.s going to close, then the conversion of thatopeistion into sometlung 
that is going to be prbductive^in the 1980's_ is highly necessary. 

In South Carolina, we formed a team of about fiveiifferent State 
agencies — the employment security commissioh, the TEC system, the 
State development board, the Governor'a Office, and the federally 
funded programs— to go into situation if we have advance warning 
to try to work out some type of situation to ai5 in the displacement of 
those workei-s, either thrdiigh additibn^iU wiucatiph^^ programs, either 
through additional skills, so that they are not terminated without some 
type- of future employment. 

^Vc also go in after the plant is closed, if we do not get prior ack- 
nowledgement of the plant, and do the same type of situation. It has 
worked extremelv w^^^ - 

We, in South Carolina, realize thut no single agency can solve the 

prbyj^ru alone, 

Just as sophisticated manufacturing now requires integrated sys^ 
t^IPs-^alXtijnes for greater productivity^— retraining is a sophisticated 
issue now rwjuiring a cooperative effort for success. Retraining re- 
quires an integrated systernof ^mmun ity supbori. 

In recent^ months, a task force of TEC presments, the State develb^- 
nient bbaru, the emplby security cbmhiissi on, the State depart- 
ment of education, and the Governor's office have explored ways to 
tackle the retraining prb^^^ 

We do not have all the answers, but at least we are talking with and 
li.stenirig t^b one anbth^^^^ in 5D different direc- 

tions^ 1 might add that getting a handle* on the retraining probl&m Is 
^^^^^ grabbing a bar b^ Qceah. But I have faith 

that there is enough innovation in the State TEC system, enough jn- 
npy^t^on in the State bf South Carol in a, Jo retraining ulti- 

mately available to any South Carolinian who wants it^ - 

I ri rtiy own bpi ji ibn r 1 1 h i nk the N a t ibn^needs som ethi ng very: si mil ar 
to — or maybe not exactly similar— but iathe same aspect ot what the - 
W^^^ rm an s ha ve, wh ere a n i nd i v idu al wh b fin ds him or herself j n 
a dead-end job or one that is boring or dull can go back to a training 
prbgram, technical institute, coll eg^^^^ or wl late ver it m ighthe, and be 
trained at something like three-quarters or his or her salary, current 
salary, tb learii a new job skill that will be needed in the future. 

I am not saying that we need one in the TTnited States where a per- 
sbn i.s paid tb participate. But certainly, it may be where industries, 
the Government, State and Federal, and maybe the individual pays 
a pbrtibn — we could havo, this type of progrhm because I think it is 
pertinent and relevant in the future as many job retraining eyehts— 
one individual is orbing to have in his lifetime, w<» iieed some type of 
:hatiohal job retraining program. 
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Retraining may rtbt always crea^^^^ "i^^^iy^^^^^^^K' 
it may save many existing ]obs. In saving them, retrairiihg may lay 
the base for more growth in_servjce irid^ - - , 

I think a good example af what I am referring to, in South Cardlina^ 
this past spring, a plant closed^ of which we lost some 400 jobs. This 
past summer^ special schools were started to help that new industry 
locate, of which some 250 jobs of a more sophisticated type of industry 
wasJocated; _ . . 

W^. also in the presentare helping to refurbish a papermakingpiant, 
of which some 1,600 jobs used to be in that particular industry^ and. 
now some SOO jobs will be in the new type of operution. . _ . 

This4S not going to be an exception. I think this is going to be a rule 
for all States in the future. _ _ _ . . 

The third key in helping structurally unemployed Americans is 
creativity. _ 

For example, one of our colleges has started a technic^ scholarenip 
program in close cbbperatior with local industry^This^is not vour tyni- 
'-al cooperative ecL^irogram that most of you_are fjuniliar with m the 
coliecre structure. The industry Iiires a student, pays for the student s 
books, tuition and^insurance, while paying hmi for the tune he works 
in the industrv. Usually, this is in the aftci-nooii, at night, or in^tl^e 
summertime, the student is guaranteed a job upon graduation. If he 
refuses this iob or if he fails to work-2 years for the company. he 
reimbiirses tiie industrv for the cost of his_pducution. Tlie j^^^ 
has been highly successful. We expect to duplicate this statewide. _ 

Two other examples of our creativity are evident in two new college 
programs created si>ecificallv for certain industries. We hav? be^in a 
'^-v^rir tirooram in nuclear service tochno:loj:y specifically f^^r ^V^ c?iing- 
house in Spartanburg. To dur knowledge, this is the first time aj>-year 
curriculum has been designed for a particular inclustry, for tlieir own 
individual p!^articij:>atibn. . i t v x^^ 
_ We-have' also started a 2-year degrce, in automatetl ™tifacturing. 
This degree will be offered at Piedmont Technical College^ the site ot 
oiu^robotics resource center. , , ^ v 

This tvpo of innovation in education wiH help save us from obsoles- 
cence, efeativity. cooperatiorujind flexibility will help solve problems 
of the structurally unempWed. . 

Ladies and gentle.neiu thank you for your attention to this^nation- 
wido issue. We, in South Carolina, stand ready to help aiid also sup- 
port your research. 

RepSen'ialS^ Tliank you, Mr Dudley. We appreciate 

that and I hope durim? the question and ansv:er/^_eriocL we will be able 
to iret back to spn^e of the specifics-that you meiitioned. ^ 

OuMext witneS is Mr. Kaye K. Ki-^dbo, the director of the Employ- 
ment Deveibpment Department for tl e State of Galifomia. 

STATEMENT OF K R. KiDDOD, SlMGTOR, EHM.OYMEIIT OTVEIOP- 
MEirr DEPARTMENT FOR THE STATji OF CALIFOBNIA 

Mr, KiDDOO. Thank you. Congressman J am a new bey on the jtrM 
as far as the Employment Development DepartirLent is concerned. My 
career hiw been in the private sector— namely, with Lockheed Corp. 
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I wolcoihe tlio, bi)portunity to be here with you today to talk about 
sti-iictunil uuoiupiuyiiiont. 

We have had our prdblenis in Ca^^^ Qf course, the biggest 

problem we have had is to find job vacancies, and that is the crux of 
the whole thing^jcon^ 

We have had some guidelines in Galifornia that we have fpllpwed 
lather rigorously. But the greatest of thes^ ensure Uiat whatever 
training we provide is directed toward demand occupations and sup- 
ports bur total plan^f^^ 

We have had a new pattern that has developed out in California 
and, of course, that is the plant closures. In the last 3^/^ years, we have 
had some i,465 plant closures^. This has affected over 148,000 em- 
ployees. The pace of closures is dampening, but it still exists, it is 
still a big problem. 

There are a lot of problems associ4rtei witH a lar^-scale layoff. 
You suddenly flood a labor market, like South Gate, Frempht^ Mil- 
pitas, areas like that, with a number of workers who have similar 
occupational skills. They flood the market. And then you get a cbm- 
iiiunity effect. _ _ _ __ _ _ 

Normally, in the sihaljer areas, it is almost a disaster. Even when 
we are talking^bout small numbers like in Weed,-in far northern CalU 
fbmia, where Interhatibrial Paper closed, its mill up there,_it was iOO 
workers, but the town was only -3,000 people — excuse me — the county 
was bh ly 3,000 pebplej and it had a disastrbus effect. 

We have had plant closures affecting our heavy -manufacturing— 
namely, in the autbmbbile, tire and rubber, and steel industries. JJsbj 
it has affected fruit and vegetable canneries, fish canneries, and in the 
northern part bf the State, luiriber. 

We are trying to create new jobs and new jobs are being created in 
the service and khbwledge and techhblb^-based industries, such as in 
your own Orange County and in SantaTClara County. But they have 
nbt develbped rapidly enbugh tb absbrb the number bf wbrkers who 
haA^ beeii made arvailable.^ — 

Well, we, tbb, have had a partnership. We created what we calL 
California Economio^idjustment Team. This is made up of directors 
such as myself frbm EDD and frbm the departments bf_ecbhbi^^^ 
business development, industrial relations and education, i)ur_ oflSce 
of planning and research, and the chahcellbr's office bf the California 
Community colleges. 

We have also had special assistance frbm aOTncies such as J^us^^ 
and transpor4:ation ^nd health and- welfare. Basically^, our plan has 
been rather simple. It ha^ h^P local cbmmu^^ 
plement effective responses, and i certainly applaud and echolhe com- 
ments that if ybu can get in earjyj such y.we gLd with Fbrd^at Milpitas, 
you can do a^ whale-of a lot more than you can if you get in late, such 
as we did at South Gate. 

Thex)therth 'ng we do is try and help them, the community ,^ to deter- 
inine their future economic and emplbymeht trends. In Weed, we rec- 
ommend a consulting firm which came in and kind of did a iharTcet 
resea rch for the cbmm un ity . And then^ we recommend to the 42ominu - 
nity, and the community includes the firm itself, of course, what prb- 
ceaures it can follow tb minimize the hurt of a plant closure and how it 
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J^rb^ of workers and revitalizing the 

economy of the local area. ' 

We have djveloped sc^e sidelines and I brought a copy of them 
here. They are rather extensive. But these are the kinds of Guidelines 
that we present to local ^ to local organizations who feel 

that thev have need for further information and want to do a better 
job of planning fpxplaht cl^^^^ 

I should also connnend our State xjhamber of commerce and the Cali- 
fornia Manufacturers Assocjatiph^ both of which have put out booklets 
which describe. the effects of plant closures and how to avoid them, if 
pbssible. But Jf they do com^^ can be done ? 

We have found that there are some fundamentals about plant 
closures and t^ to those who have been displaced. 

The best type of trainings of course, is^nsite. We4ike apprenticeship 
^?ierever that is |)ractic_a^ and feasible.. We try and build on 
present and future industrial business development and then we try 
an d bu i Id on th e workers skills, for trahsf e re nee to h e w j bbs. 

Again, as I mentioned earlier, all through this we try to emphasize 
^^P'i^mic deyelbprrierit. Are these really long-term jobs ? Are these jobs 
that have a future ? _ 

We have Imbwn fbr ^Xp^SlMj^^ that training is_vei^^^ importarit ih 
reducing welfare rolls and moving disadvantaged people into the eco- 
nom ic mainstream. But a healthy ecbnbm ach ieyed_ through con^ 
sorted employment and training efforts, will provide jobs that provide 
DppbrtUnities for all. . 

We have combined^ as I mentioned, our efforts with the State depart- 
tneri t of i nd Ust H a 1 relati bns, an d we have alsb h ad a good mix of labor 
and business assisting us. We Jiave developed careful strategies in each 
instance. Some of these gb as f bllbwc : - 

The emplo^ver, we consider, is the one wlio is in the best spot to deter- 
mine what kinds bf training should be supplied. The system should 
respond to the hiring and training needs of the industry, rather than 
:he schedules and curriculums bf the school. Trainers must know about 
ipcoming needs, and as soon possible. There must be flexibility, and 
[ think both Mt. Carey and Mr. Dudley Pressed flexibility. But flexi- 
bility at both the State and local levels. There must be a partnership, 
rhefe hn& to be a partnership between the private and the public sec- 
ors, and I think we have gone a long way to achieve that in California. 

Training has to be a-system: In xjther words,-it has ta involve yxtuv 
iccohdary or postsecbndary educatibhal establishments. It has to affect 
f^our techmcaljraining ftn5 so on: _ . _ _ . _ . l 

Employe rs^ahd empl byee organizations , s uch as _ un_ion_s--^nusJ: 
xork together to identify existing skills, deterfnine training needs and 
■>lace the wo rke rs in new occupations, ^^orke rs miist b| pi aced^ iri 
ikiUs necessary for job success. Again, these have to be career jobs, 
[ncidentally^ we believe worker 
las X amount of abilities— we just want to supplv that additional 
Lmount aiidj;ibt go through the rigmarole bf the whble career. 

Then, we mnst biiild on current education and training delivery sys- 
ems. rMher than duplicate ^urren^^^ colleges 
n California are playing a great role in this regard. 

Bejfcrf? I make^specific recbmrtiendatibns, I wbuld like^b talk aboijt 
ust three programs, and there are many more, that we have in Cali- 
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ftnujuj in w-hicii voii nu*rht. l>c intorostod. One of these is called the 
rMlij'ornia Worl; SUi\Kiijnc^^ iiiid Trainin|^ Act, or CWETA; Jt 
h:is i>ionooro(l Ji now program. It has some pretty strict standards. In 
btIier \vdrdSv U>' trainees We expect them to get 

ahiuul. And wc ('onsidor the needs of business first. 

Wo. are presohtlv training 11,000 people in medicines electronics, 
ijincliino t rados, Jiigli technology, and agricultural skills. The State has 
fuiidod tliis program and \ve Have achieved a 90-percent placementjmte 
of gnidnatos l)V sticking to one basic rule, and this is iinpprtant, Em^ 
j)loyc must agree to hire or upgrade those who successfully complete 
the training. 

In exchange for this commitment, business plays a key role in 
developing each project, selecting the trainees, designirfr the curricu^ 
luih, and providulg the reqiiirecl on-the-job training. It is ii flexible 
1 ) rograi n , a n d 1 \v o u 1 d 1 i k o tost ress th a t. The p ro j ects a re de vel oped 
and adihinistered locally by whoever can do the job Jbest, If n com- 
nnniity college cannot do it, if thev cahhbt do it cheaply enough, then 
we give it to somebody else. We Jiay^that flexibility, - - 

We i>resehtly have about 106 CWETA prp^rams, each ha 
desigiied to jueet the needs of tlie employer, the school^ and the 
trainees. During the last fiscal year, for exampjejindu^^ 
$2 million of their own money to help this program. This was_matched 
i)y the State putting in $10 million. The yeaj' befpre^it was $25 million. 
Obviously, this program sa* ?.d the State and saveithe Federal 6roy- 
ernment millions of dollars i)y: keepii^ people off of the welfare rolls. 

Weil, wliat accomplishments iiave wb had? Nearly half of our train- 
ing is in electrphics and High tech 1? RercMt hjis been in heal^ 
cai-e; 2^ percent in skilled crafts, such ^s machining; 8 percent in 
other machining tradM._And_|he balance h l^en in agncUItUre i^^^ 
and other fields. iVp proximately two-thirds of those who have been 
trained are jij)graded from dead-end -bbs m^ career ladder. The 
remaining one-third have been entr /-level jobs. One-third of the 
CWETA trainees are ecbnomicdlly ^disadvantaged 7^^ had 
inadequate or obsolete job skills; 49 percent are nonwhite; 37 percent 
are women. L 

i think it has been a whale of a good program and it is one that we 
are very, veiy proud of. I think the acceptance of the program has been 
great. _ __ 

Another innovative program that we have in California is called 
the employment training panel. This is a new program. Essentially^ 
We are in the second year. This is a program of $55 million, which is, 
again, State paid by a special tax on erriplbyers of pne-tenth of 1 
percent of the wages they pay to their employees. This generates some 
$55 million a year. We have a separate seven-member panel that ad- 
ministers the program. It is aimed primarily iit those folks who are 
on unemployment insurance or whose uhemplbyment insurance ha 
been exhausted, or they are in a situation whiire it appears likely that 
they are going to be displaced. The idea, of course^ is to reduce Ah^^ 
arnmint of money that we are spending on unemployment insurance. 
And hopefully, we will succeed in that. _ : 

This is kiiid of a tough program. It is built i5n ^the C^YETA 
principle. You get in there and you work hard. It is based upon 
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employers' needs, with bmplbyers designihg the training. In many 
cases, they arc conducting tlie training. TJiey do work directly with 
the people. If the people do not perform, then they are out. 

Anotlier prograin that you iriight be interested in is quite innova- 
tive. We ha V e sc t ii p a r ou ncl t he S t a te Rye bus i hess- 1 a bpr cpu he i J s. 
Tiicse are combinations, really, of industrial or business leaders and 
union leaders, and then we involve the corhrriiihity colleges and the 
(lepartment of education. _ 

Basically, what we are trying to do is focus oii vbcaUonal cducatiqn 
and in each Jiiea, such as Los Angeles, to exact a greater degree of 
cbbperatibh between the parties iii recbgiiizing there is a training 
problem and to do what they can to adjust curriculums, and adjust 
uusihcss to attack or ta 

There is lot of ^allcjibout plant closures; We have had a lot of ex- 
perience w itli it. I will ] list touch bn a couple of the ureas because of 
the problcm-s magnitude. One of the biggest, of course,^ involved Gen- 
eral ?Ibtbrs, which' Jias closed _d^^ plM^s, with 
a third one in doubt. But the two large ones, one was at South Gate, 
and bhe was at Frem^ ^ 

We have formed a tripartite agreement which is very interesting. 
It consists of General JMbtbrs,_ the United Auto Workers, and the 
Statc-of California. Jbet mc put it tiiis way. General Slotors and thr 
IIAW pjit lip Aver $7 inilUb^ PP^iuseling, fetraining, stress 

coimselin^i:, financial counseling, and so on, to assist the workers whb 
had been Jaid bff. 

'fhe proijrjim has been quite successful, I think, thou*rh not gpite 
as snccossfiil as one that \vas later set up following the- Milpitas 
closure. There, thanks to tlte Ford ^fotor Go., the displaced workers 
came in early, both to us arid to the UAW. So wi» had a ^ood chance to 
go into the plant to do counseling and retraining, and that is where 
wo are now. This has bee ri an eriofmbusjy siicce^*;sful- program. 

T mentioned the retraining we did up in Weed. arid, of coii^rse, that 
is a rural situatibri. It was entirely different and vet. it too proved 
successful because we brought all tHe elements, all of the pebpl^^^^^ bf 
the parties, together arid wbrked together. We have had other clo- 
sures, as yon Icnow, with the Kaiser, steel mill at Fori^^^ 
era] Electric appliance plant in Los Angeles, the Piper airplane plant 
at Santa Sfaria, and so oh. , ;^ . 

I gticss there are a couple of other prograrns^ that you might be in- 
terested in. We have done a lot of what jre call work s^^^^^ 
fbrriia arid this has been tremendously successful. Basically, what we 
do is when employers have tb_cut back,Jristead^ 
they gb on a shortened workweek and we make up the balance, say 
20 percent, in pro-rated uriemplpJmGri a 
limit of 20 weeks on that previously. We have since extended that tb 
6 months. ^ 

This has been a dam good prograrn, particularly when you have an 
industrv that feels that they^are just in a'dip and they are^oing to 
be coming back out. Or another way that it can be used is if they: sense 
that they are ribt gbin^ to cbriie back, it gives them a transition period 
to gei; their people retrained. It gives them an bppbrturiity tb get but 
arid find bther Jbbs. 
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Here are some recommendations : _ 
_ 3Te_ bpjiovi^^^ Uio noyornment has a definite role in training and 
tiia-t thcy-^liould assist the private sector in providing specialized 
training. This can be done through work site training programs which 
we think are best. Itcan be done through tax incentives, 

Ij^vjll havejp echp the other two speakers. I think both said that 
wa need, and we need badly, Jbetter, more comprehensivc^labor-market 
in^prinatipnvW^ yet, the pro- 

gram, when it gets do5yn to the local leveU tlie occupational-typo in- 
^prniatibn, is Jacking. We heed to do more in that area and it is going 
to take more dollars; 

In the design of riati^ would strongly 
urge. Congressman, is that they not be so structured, so rigid,^o cate- 
gorical, it you plea^^ there be more flexibility^ a at the 
State level. Eacn State has different problems and they need to ad- 
dress those prdblems^^^^^ 

I know it is very easy, to pass a law, universal law, that affects th© 
whole country. B it often does riot apply quite as well as it should 
or fit our individual State needs. 

We know that there has to be close coordmatiori ariibng bulbil ic pro- 
grams. But, for example, you know there are about 22 different Fed- 
eral programs that have to do with displaced workers^ And_ we have 
such a grab bag of other Federal programs and State programs, it is 
hard N70rking them all together to focus our resources arid do the best 
kind of job that we can. 

We laiow that the Vocational Education Act is now appearing 
before Congress for reauthorization. We certainly urge careful con- 
sideration of that act in view of the retrairiirig probleriis for the dis- 
placed workers. 

t think that that is about what I would like to Jlreserit here. ! 
cejrtairihr appreciate the opportunity, Congressman, to appear before 
you and I look forward to the question arid ariswer period. 

Thank you. 

fHie prepared statement of Mr. Kiddbb fbllbws:] 
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Prepared StixijiMENT or K. R. Kiddoo 

TRAINING AND ECONOMIC DEVELOPMENT 
A PUBLIC/PRIVATE PARTNERSHiP THAT WORKS 

I AM Kaye Kiddoo, Director of the Cacifornia Employment Development 
Department. I also come to you from many years in the private 

INDUSTRY SECTOR. I WELCOME THE OPPORtUNITY TO DISCUSS THE CRITICAL 
ISSUE OF STRUCTURAL UNEMPLOYMENT WITH YOO TODAY. 

We IN California had to face a tremendous .increase in unemployment 

DURING THE PAST SEVERAL YEARS. We HAVE LEARNED FROM OUR EXPERIFNCES 
AND I'D LIKE TO SHARE SOME OF THESE WITH YOU TODAY. 

OUR FIRST EFFORT IS TO FIND CDrIiENT JOB VACANCIES THAT CAN UTILIZE 
THE DISPLACED WORKERS' EXISTING SKILLS. - 

WHEN CURRENT SKILLS DON'T MATCH CURRENT VACANCIES AND RETRAINING IS 
NECESSARY* WE TRY TO INSURE THAT TRAINING IS NOT ONLY DIRECTED TOWARD 
DEMAND OCCUPATIONS, BUT THAT IT ALSO SUPPORTS OUR ECONOMIC DEVELOP- 
MENT EFFORTS. The relationship between training and economic 

DEVELOPMENT IS CRITICAL AND I WILL WANT TO KEEP EMPHASIZING THIS 
point THROUGHOUT MY DI SCOSS ION . 

CALIFORNIA'S EXPERIENCES 

Until comparatively recently* when plant closures or mass layoffs 

OCCURRED IN CALIFORNIA, THE IMPACT WAS GENERALLY OF LIMITED ??EVERITY. 
The LAYOFFS WERE LOCALIZED AND THE NUMBER OF WORKERS AFFECTED TENDED 
TO BE RELATIVELY SMALL. WORKERS COULD USUALLY BE ABSORBED INTO 



123 



SIMILAR JOBS IN THE IP HOME COMMUNITIES, THEN A NEW PATTERN FMERGED 
IN WHICH CLOSURES OCCURED WITH INCREASING FREQUENCY. SEGMENTS OF 
ENTIRE INC STRIES WERE AFFECTED, CERTAIN GEOGRAPHIC AREAS WFRE 
PARTICULARLY HARD HIT. THE NUMBER OF JOBS LOST WAS S IGN IF ICANTLY 
GREATER THAN IN PREVIOUS YEARS, 



During the past four years; California experienced numerous iNoiis- 

TRIAL CLOSURES, RELOCATIONS, AND MASS LAYOFFS. In THE 5 1/2 YEARS 
FROM JANUARY 1980 THROUGH JULY 1983, OVER ^ ,WSS CALIFORNIA PLANTS 

closed resulting in a loss of ov^r 148;000 jobs. the rate of 
closings and numbers of workers affected is being reduced, but it 
is still too high, 

Workers displaced due to plant closures or mass layoffs typically 
experience difficulty finding comparable employment ffir several 
REASONS, First, significant numbers of workers with similar 

OCCUPATIONAL SKILLS SUDDENLY FLOOD THE LABOR MARKET, SECOND, 
PLANT? WHICH CLOSED . OFTEN SIGNIFIED A STATEWIDE OR REGIONAL DOWN- 
TURN OF A PARTICULAR INDUSTRY, THEREBY ELIMINATING, OR AT LEAST 
REbUCiNG, THE AVAILABILITY OF COMPARABLE JOBS, FINALLY, WORKERS 
ARE RELUCTANT TO RELOCATE; BELIEVING THAT IT WOULD NOT BENEFit 
THEM SUFFICIENTLY.' 



Industrial shifts in California's economy have, fop "example,- reduced 
employment in heavy manufacturing ( espec i al l y automob i l e , tire and*" 

robber, and STEEL PRODUCTS); FOOD CANNERIES, AND THE LUMBER PRODUCTS 
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INDUSTRIES. MEAf'WHiLE, NEW JOBS ARE BEING CREATED IN THE SERVICE AND 
KNOWLEDGE AND rECHNOLOGY-BASED INDUSTRIES.- RETRAINING WHICH BUILDS 
UPON AND TRANSFERS FXISTING OCCUPATIONAL SKILLS, CAN BE VERY EFFEC- 
TIVE IN ENABLING DISPLACED WORKERS TO QUALIFY FOR NEW JORS IN DEMAND 
dCCUPATiONS SND/OR GROWING INDDSIRIES. CURRENT EMPLOYMENT-BASED 
MODECS (E.Gw WORKSITE TRAINING) HAVE BEEN FbUND tO BE ESPECIALLY 
EFFECTIVE IN THIS REGARD. IN THE ABSENCE OF AN OPPORTDNITY FOR 

rttralning/ workers from declining industries or with obsolete 
skills face the likelihood of long-term unemployment. this not 
only has a negative multiplier effect throdghodt the economy, it 
increases social and psychological stress upon workers as well. 

because of the magnitude of this phenomenon with its devastating 
effect on individuals and communities/ the situation had distinct 
implications for state policy makers. by the fall of 1980, various 
steps had been taken to assess the problem and determine possible 
areas for state government action. the state senate's industrial 
Relations Committee held a series of legislative hearings and the 
Employment Development Department (EDD) prepared several reports 

AND research STUDIES PROVIDING INFORMATION ON THE NATURE AND EX- 
TENT OF PLANT CLOSURES IN THE STATE. THE DIRECTORS OF EDD, THE 
P«^PARTMENT OF' ECONOMIC AND BUSINESS DEVELOPMENT (DEED). THE DEPART- 
MENT OF INDUSTRIAL REL^fTIONS (DIR)/ THE OFFICE OF PLANNING AND 
RESEARCH/ THE DE PARTMENT , OF EDUCATION (SDE) AND' THE CHANCELLOR'S 

Office of the California Community Colleges (COCCC) have joined 
together to coordinate the state's plant closure efforts. other 
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DEPARTMENTS/ INCLUDING TRANSPORTATION AND FOOD AND AGRICULTURE/ 
BECAME INVOLVED IN SPECI F IC StAtE/LOCAL ASSISTANCE EFFORTS. ALSO/ 
THE HEALTH AND WELFARE AGENCY INITIATED COMPLEMENTING PROGRAMS, 

/ 

These entities/ known cdLLECTivELy as the California Economic Adjust- 
ment Team (CEAT) fulfill the major function of coordination and 
communication, The overall mission of CEAT encompasses: 

b " Assisting local communities ^'N the planning and the implementation 

OF EFFECTIVE RESPONSE ACTION;^, 

j ' 

i _ _______ 

0 Assessing future employment' and economic trends within the: indus- ■ 
trial/ commercial/ and agrl'cultural scctors, 

_/ ■ 

0 Recommending approaches Atlb. when necessary/ legislation to: 

(1) MINIMIZE harmful CONSpaUENCES OF PLANT CLOSURES/ (2) PROMOTE 
RAPID REEMPLOYMENT OF WOf^KERS/ AND (3) REVITALIZE THE ECONOMY 

OF AFFECTED COMMUNITIES,/ 

/ 

PLANT CLOSURE PLANNING GUIDELINES 

WITH EXISTING RET^URCES/ EDD ADMINISTRATIVELY BEGAN SEVERAL SPECIAL 
PROJECTS TO TEST THE EFFE^'CTIVENESS OF VARIOUS PUBLIC-PRIVATE COLLA- 
BORATIVE APPROACHES AND ^AVE STATEWIDE PRIORITY TO PROVISION OF 
REEMPLOYMENT AND RETRAIfjlNG SERVICES FOR DISPLACED WORKERS, 

/ . -^^ 



IBS 



30-388 0-84; 



/ / ■ ^ 
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The experience gained in the past three years, during^^which state 

AGENCIES HAVE, IN COOPERATiON WITH PRIVATE EMPLOYERS. VeSTED A 
VARIETY OF StAtE-LOCAL COOPERATIVE APPROACHES. HAS ENABCED EDO TO 
IDENTIFY SEVERAC FACTORS WHICH HELP DEVELOP AND IMPLEMENT EFFICIENT 
AND COST-EFFECTIVE DISPLACED WORKER RETRAINING PROGRAMS. WHILE 
THERE IS CONSIDERABLE FLEXIBILITY IN LOCAL PROGRAMMING. A SET OF 
'•GOIDING PRINCIPLES" HAS EMERGE^ FROM THESE EXPERIENCES. THESE 
PRINCIPLES ARE CONTAINED IN OUR PUBLICATION, "PLANNING GUIDEBOOK 

FOR Communities Facing a Plant er:osoRE or Mass Layoff". They 

INCLUDE: 

0 worksite based and apprenticeship-type training methodologies 
that use industry sites. equipment ant) expertise should be used. 

0 Programs should build on present and future industrial and 

BUSINESS biVELdPMENt. 

0 Programs should build upon, the existing skills that workers 
have acculreb in their pre-layoff occupations. skills trans- 
ference techniques and workshops have been very effectively 
utilized for this purpose. 
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; TRAINING AND EeONOMIC DEVELOPMENT ■ 

One of our most important guiding principles is thai; empLoyHent re- 
lated TRAINING IS PART OF THE ECONOMIC DEVELOPMENT EFFORTS AT BOTH 
STATE AND NATIONAL LEVEL* TOGETHER/ WE HELP MEET OUR NATION'S NEED- 
.FOR A HEALTHY ECONOMY, TRAINING HAS LONG BEEN A METHOD FOR REDUCING 
WELFARE ROLLS AND MOVING DISADVANTAGED PEOPLE INTO THE ECONOMIC MAIN- 
STREAM. But A HEALTHY ECONOMY/ ACHIEVED THROUGH CONCERTED ECONOMIC 
DEVELOPMENT AND TRAINING EFFORTS/ WILL PROVIDE THE JOE THAT WILL 
PROVIDE OPPORTUNITIES FOR ALL. 

In ORDER THAT JOB TRAINING HELP FACILITATE ECONOMIC DEVELOPMENT/ 
TRAINING RESOURCES (VOCATIONAL EDUCATION/ JTPA/ ETC.) MUST BE DIRECT- 
ED TO MEETING THE NEEDS OF EMPLOYERS FDR A TRAINED/ RESPONSIVE WORK 

FORCE* While some resources should permit young people to prepare 

FOR THE WORLD OF WORK/ PRINCIPAL USE OF FUNDS SHOULD BE TO TRAIN FOR 
DEMAND JOBS, 

The implications of this approach to retraining should be carefully 
NOTED* The mix of training with economic development will not happen 

WITHOUT CAREFULLY DESIGNED STRATEGIES AND THE CONCERTED EFFORTS OF 
GRODPS and institutions who TRADITIONALLY HAVE NOT HAD A CLOSE WORK- 
ING RELATIONSHIP* OUR EXPERIENCES LEAD US TO BELIEVE THAT THE 
FOLLOWING ARE TRUE: 

b The employer should be the primary determiner of the various 

iaiSPECTS OF THE TRAINING PROGRAM. 
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d The EDUCATiON/TRAlNING SYSTEM SHOULD" BE RESPONSIVE TO HIRING AND 

training needs of industry rather than the established schedules 
and curriculum of educational institutions. 

0 Trainers need advance information on upcoming training needs. 



0 Local communities and the state must have flexibility to deter- 
mine PROGRAM MIX BASED ON ECONOMIC CONDITIONS AND CLIENT NEEDS. 



0 A PUBLIC/PRIVATE PARTNERSHIP IS NE EDED— NE ITHER IS ENOUGH WHEN 
ALONE. 

d TFfAlNlNG MUST BE SEEN AS A SYSTEM. SECONDARY, POST-SECONDARY, 
VdCAtldNAL AND ADULT EDUCATIdN MUST ALL WORK TOGETHER. 

0 Both employers and employee organizations must be involved in 
identifying workers' existing skills/ detlrmining their training ' 
needs/ and placing them in new occupations. 



0 Workers must be prepared in the specific skills necessary for 
job success and the training shduld be sufficiently modular to 

ENABLE iNblVlDUAL WORKERS Td CdNCENTRATE dNLY dN THE TRAINING 
COMPONENTS THEY REQUIRE, 

d We must build UPdN existing education and TRAINING DELIVERY SYS- 
TEMS, RATHER THAN DUPLICATE CURRENT RETRAINING PROGRAM. OR SERVICES. 
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Before making some specific recommendations for your consideration^ 
I'd like to briefly describe some of the experiences we've had in 
california/ how we are attempting to apply the lessons we've 
learned and make dse of the programmatic implications. 

we in callfdrnia^have had some unique experiences. however, most of 
our problems were of the "normal" structural variety, some of our 
solutions were innovative but most were based upon traditional com- 
munity support networks. 



Let's look first at three programs which were designed with the 
employer's needs in mind. They have a heavy economic development 
direction. Local school systems are an integral component but only 
if they can be competitive. there is heavy use of outcome and 
performance measures to determine effectiveness rather than looking 
at the process itself. 

1 , CWETA; A START IN THE RIGHT DlRECtlON ' 

For four years, the California Worksite Education and Training 
Act (CWETA) Program has been The pioneer in a new approach to 
JOB training that expects trainees to work hard, to get ahead, 

AND CONSIDERS BUSINESSES' TRAINING NEEDS FIRST. • 



EMPLOYER DIRECTED TRAINING PROGRAMS 
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CWETA HAS SHOWN tHAt PLACING PEOPLE IN GOOD JOBS IS NOT ONLY 
GOOD FOR WORKERS/ BOT THAT IT ALSO CONTRIBUTES SUBSTANTIALLY 
TO THE ECONOMIC DEVELOPMENT OF BUSINESS AND THE STATE. 



eWETA IS TRAINING 11.000 PEOPLE IN MED IC INE , ELECTRON ICS , MACHINE 
TRADES, HIGH TECHNOLOGY AND AGRICULtURAL SKILLS, THIS StATe- 
FUNDED PROGRAM HAS ACCOMPLISHED A 90% PLACEMENT RATE OF GRADUATES 

by sticking to one basic rule--^employers agree to hire or 
upgrade those who successfully complete training. 

In exchange for that commitment, business plays a key role in 
developing each project, selecting trainees, designing the 
curriculum, and providing required on-the-job training. 

UnLIKE many other job training programs, this one 13 FLEXIBLE. 

Projects are developed and administered locally, by whomever 
can do the job best, whether that is someone from the community 
college which will provide the training or from the business 
needingthe skilled workers. 



Each of the 166 CWETA projects has been designed to meet the 

UNIQUE NEEDS OF THE EMPLOYER, SCHOOL AND TRAINEES. CURRICULA 
ARE REWRITTEN, CLASS HOURS AND SITES ARE NEGOTIATED. . .AND ALL 
OF THE ACTORS INVOLVED GIVE A GREAT DEAL TO MAKE THE TRAINING 



SUCCEED. 
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As AN INDICATION OF THIS, DURING OUR LASt PISCAL YEAR, INDUSTRY 
CONTRIBUTED S2 MILLION IN CASH OR STATE-OF-THE-ART EQUIPMENT 
TO MATCH THE STATE'S $10 MILLION CWETA ALLOCATION.. 



MOREOVER/ THIS SUCCESS HAS SAVED THE STATE AND INDUSTRY MILLIONS 
0^ DOLLARS IN PUBLIC ASSISTANCE TO THE UNEMPLOYED, BY INCREASINCS 
THE PURCHASING CAPACITY OF THOSE TRAINED, AND BY INCREASING THE 
EFFICIENCY OF BUSINESS TO HIRE AND RETAIN GOOD EMPLOYEES. 

ACCdMPLISHMENtS 

Nearly half of CWETA training is in electronics and high-tech 

FIELDS, ^^% IN HEALTH CARE, 22% IN SKILLED CRAFTS, 8% IN MACHINE 

trades, and the balance in agricultural skills, and other fields. 
Approximately, 2/3rds of Those trained are Upgraded from dead- 
end JOBS TO JOBS WITH A CAREER LADDER. THE REMAINING 1/3, ARE 
TRAINED FOR ENTRY LEVEL JOBS. 



One third of ewETA's trainees are economically disadvantaged; 

75% HAVE INADEQUATE OR OBSOLETE JOB SKILLS; 49% ARE NON-WHITE 
AND; 37% ARE WOMEN. ALL HAVE BEEN SELECTED FOR TRAINING BY THE 
EMPLOYERS. 
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FXAMPLES OF TRAINING WHICH CWETA IS FLINbiNG INCLUDE: 

0 Two HIGH-TECH CENTERS/ IN SILICON VALLEY AND LOS ANGELES, TO 
TRAIN MORE THAN 1,800 PEOPLE FOR COMPANIES SUCH AS LOCKHEED, 
SAVIN, SPERRY UNIVAC/ APPLE COMPUTER, FaIRCHILD, PACIFIC 
TELEPHONE; ETC. 



0 The LARGEST TRAINING PROGRAM FOR MACHINISTS IN THE WESTERN 

United States through a project sponsored by the National 
Tooling and Machining Association in Los Angeles; 

b Training 1,600 registered nUrses and licensed vocational 

NURSES BY .working WITH 550 HOSPITALS AND LONG-TERM CARE 
FACILITIES THROUGHOUT THE STATE; 



0 Upgrading the skills of several hundred farm workers to 
enable them to be employable year-round; and 

0 training 1,200 sheet metal workers in energy management to 
fill an estimated 5,000 new jobs in the next three to five 
YEARS IN California making offices, schools and plants 

ENERGY EFFICIENT. 
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Several other significant job training programs in California— 
THE Employment Training Panel, which I will talk about next, 

AND JTPA— HAVE ADdPTEL SOME ASPECTS OF THE CWETA MODEL. HOW- 
EVER, ONLY THE eWETA PROGRAM CAN CURRENTLY UPGRADE TRAINING FOR 
EMPLOYEES WHOSE SKlLLS ARE iNADEQUATE OR OBSOLETE AND WHO ARE 
STUCK IN DEAD-END JOBS. IN THESE CASES— AGAIN APPROXIMATELY 
TWO-THIRDS OF ALL CWETA TRAJNING--THERE IS NO EXISTING AVENUE 
FOR THE EMPLOYEE TO GET TRAINING UNLESS THEY WERE TO QUIT WORK 
ALTOGETHER. 



There is general acceptance in both the public and business 

COMMUNITIES THRODGHCwT CaLIFORN-IA OF THE CWETA CONCEPT. EM- 
PLOYERS, IN PARTICULAR, WANT THIS TRAINING TO UPGRADE THEIR 
OWN EMPLOYEES SO THAT THEY WILL NOT BE FORCED TO CAY OFF 
CURRENT EMPLOYEES AND HIRE NEW, UNTESTED EMPLOYEES. I FEEL 
PROGRAM FLEXIBILITY AND THE CONCEPT OF UPGRADE TRAINING ARE 
ESSENTIAL ELEMENTS IN A COMPLETE APPROACH TO JOB TRAINING 
REGARDLESS OF WHO OPERATES THE PROGRAM. THESE ELEMENTS MUST 
BE INCLUDED IN ANY FUTURE FEDERAL OR STATE TRAINING PROGRAM 
IF IT IS TO HAVE ANV CHANCE OF SUCCESS. WE ARE CURRENTLY 
REVIEWING THE CWETA PROGRAM TO SEE IF IT CAN BE INCORPORATED 
INTO OUR OTHER TRAINING PROGRAMS. 
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ETP: THE Tax BASgp Training Program 



The Employment Training Panel is a new California job training 

PROGRAM TO HELP PUT AUTO WORKERS AND MACHINISTS, AND SECRETARIES 

and auto mechanics' back to work or to keep them from being laid 
off in the first place because their skills have become obsolete, 

This program is funded by a $55 million a year tax on employers, 
legislativly, it was tied to an increase in the weieklv benefit 
amount of unemployment insurance, control of the fond is by a 
seven'member panel apointed by the governor, the speaker of the 
Assembly and the President Pro Tem of the Senate, 

the money entrusted to the panel must be spent to retrain unem- 
ployment insurance recipients, people who have exhausted their 
unemployment claims and remained unemployed or people who are 

LIKELY TO BE LAID OFF AND CLAIM UNEMPLCIYMENT INSURANCE. 

California's Employment Training Panel is based on a few princi- 
ples THAT ARE WORTHY OF CONSIDERATION IN EXAMINING AND RESOLVING 
THE PROBLEMS CREATED BY ECONOMIC CHANGE, INCLUDING THE SHUTDOWN 
OF FACILITIES AND THE LAYOFF OF WORKERS. 
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First, the Employment Training panel is not limited to providing 

RELIEF in a sodden ECONOMIC DOWNTURN. iT HAS THE ABILITY TO 
TRAIN PEOPLE WHO ARE IN DANGER OF LOSING THEIR. JOBS AND CAN HELP 
PREVENT ECONOMIC DISASTERS FROM OCCURRING. 

And THE Panel can help train workers for new or expanding busi- 
ness OR OLD businesses THAT ARE RETOOLING AND NEED TO UPDATE 
THE SKILLS OF THEIR WORKERS AS WELL AS THEIR MACHINERY. 

SECOND/ IF THERE IS NO PROMISE OF A JOB AT THE END OF TRAINING, 
THERE IS NO TRAINING. WE ENSURE THAT THERE. IS A JOB AT THE END 

of training by involving employers and unions from the start. 
Managers have the opportunity to decide what should be taught 

AND who should TEACH IT. THEY ALSO HAVE THE OPPORTUNITY TO 
DECIDE WHO HAS THE BACKGROUND TO SUCCEED IN THE TRAINING AND 
SUCCEED IN THE NEW JOB. PAYMENT TO TRAINERS IS BASED ON THE 
NUMBER OF PEOPLE WHO GO TO WORK, 

THIRD/ IT IS A TRAINING PROGRAM THAT CAN MOVE PEOPLE INTO CAREERS 
WITH LONG-TERM JOB SECURITY. YOU CANNOT HELP WORKING PEOPLE BY 
TRAINING FOR DEAD-END/ MINIMUM WAGE JOBS. THE PROGRAM TRAINS FOR 

GOOD JOBS That provide a decent living in stable or expanding 

OCCUPATIONS. 
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FODRTHi THE PANEC MEMBERS ARE Alt PRIVATE SECTOR PEOPCE. 
WHAT HAS THE PANEL DONE? 

With the help of the Ford Motor Co. and United fluTd Workers The 
Panel set up training for one-quarter of the Ford workers who 

WERE LAlb-OFF IN MAY IN SAN JoSE . THE PANEL IS SUPPORTINCS TRAIN 
ING FOR MACHINE OPERATORS/ WELDERS, AND MICROWAVE TECHNICIANS. 
In addition, ON-THE-aOB TRAINING PLANS WILC BE DEVELOPED FOR 

PEOPLE WHO GO TO WORK FOR A VARIETY OF SMALL AND MEDIUM SIZED 

FIRMS. 

There is a S^ million master contract wiTh The Lbs AngeLes BU^i- 
ness-Labor Councill established by the Los Angeles Federation of 
Labor and the Los Angeles Community College District to set up 
a center for employment training panel projects. retraining in 
computer-aided design and manufacturing has been approved for 
160 persons who would otherwise be laid off. some machinists 
are being trained in computer numerical control systems. 

In cooperation with the Lancaster Economic Development Corpora- 
tion, A workforce is being trained to -.ssemble three-wheeled 
trucks. 
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The California Employment Training Panel is a practicac and 

REALISTIC MODEL FOR HELPING PREVENT FURTHER HUMAN AND ECONOMIC 
DISLOCATION. iT IS A COOPERATIVE BUSINESS-LABOR PROGRAM THAT 
PUTS PEOPLE BACK TO WORK AND PREVENTS LAYOFFS IN THE FIRST PLACE 
WHEN TECHNOLOGY OUTDISTANCES PEOPLE'S SKILLS. 



flbe^- - Employers Impact VdCA TTrihiai Training 

A THIRD EXAMPLE. WHILE NOT A TRAINING PROGRAM, APPEARS TO BE A 
USEFUL APPROACH. FIVE PILOT BUS I NE SS-LABOR COUNCICS (BLC) HAVE 

BEEN Established throughout the State. The purpose of these 
Councils is to bring prominent representatives from business, 

INDUSTRY, AND LABOR TOGETHER IN PARTNERSHIPS WITH COCAL TRAIN- 
ING PROVIDERS SO AS TO ENHANCE THE QUALITY OF VOCATIONAL TRAINING 
AND TO ENSURE THAT THE CONTENT MEETS THE NEEDS OF LOCAC INDUS- 
TRIES. BLC'S ARE NOT DUPLICATIVE OF PRIVATE INDUSTRY COUNCILS 

(PICs). While PICs focus on developing retraining programs Under 
JTPA, BLCs FOCUS ON redirecting the public educational system to 
RESPOND More quickly and more effectivecy to the needs of busi- . 

NESS AND INDUSTRY. 



It is too early to draw definitive conclusions regarding the effec 
tiveness of the Business Labor Council program and the efficacy of 

THE program's CONCEPT IN ACHIEVING THE BASIC GOAL. flowEVER , SOME 
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GENERAL dBSERVAtiONS CAN BE MADE REGARDING FIRST SIX MONTHS OF OP- 
ERATION/ WHICH ARE PERTINENT TO THE POTENTIAL SUCCESS OF THt 
PROGRAM/ INCLUDING THE FOLLOWING: 

0 Business and LAB0fij5i?E willing to be active in changing voca- 
tional TRAINING PROGRAMS. 

P PRIVATE SECTOR EMPLOYERS WHO ARE UNWILLING TO SERVE ON PiCs ARE 
' WILLING TO SERVE ON BUSINESS LABOR COUNCILS. ThIS IS BECAUSE 
! MANY DO NOT WISH TO BECOME INVbLVED WITH THE PIC'S FEDERAL 
GUIDELINES NOR TO HAVE DIRECT RESPONSIBILITY FOR FUNDING AND 
ADMINSTERING TRAINING PROJECTS. / 

q Most schools and community colleges are anxious and willing 

TO CONFORM THEIR CURRICULA TO RESPOND TO EMPLOYERS' NEEDS IF 
- ADDITIONAL OR SPECIFIC FUNDING SOURCES AnB PROVIDED. 



0 Improvements in labor market forecasting procedures are 
necessary before major redirection of vocational training 
resources will be made. employers in most industries are 
unable to predict with any degree of assurance their worker 
needs beyond a 90 to iso day period. 



0 Although employers are generally looking for job applicants - 
with good vocational skills, their greatest concern at this 
time is for good basic skills, work habits, and attltudes. 
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PLANT CLOSURE PROGRAMS 



A SECOND GROUP OF PROGRAMS GREW DIRECTLY FROM OUR EXPERIENCES WitH 

major plant closures, what came to be known as the "california 
model" grew out of thtse experiences. each of the four- examples 
i will discuss had these major components in common: 

Each was supported by a strong public-private partnership which iIn- 

VdLVED The support OF EMPLOYERS/ MAJOR UNIONS/ CITY-COUNTY OFFICIALS 

and state entities. 

Each attempted to target training to an expand inG/ or potential 
growth industry in the area. ^ 



Each program involved support activities other than training, these 
activities included various social services. 

(i'd like to make a special note to express appreciation to tke 
California Manufacturers Association and. the California Chamber of 
Commerce for their successful EFf^dRTS To develop plant closure 

GUIDELINES FOR THEIR MEMBER COMPANIES. ThIS KllW OF EFFORT PRE- 
CLUDES THE NECESSITY FOR LEGISLATING MANDATORY RULES.) 



/ 

/ 



/ 



/ 
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1. GENERAL MOTORS— UNITED AUTO WORKERS— STATE OF CALIFORNIA 

RETRAINING PLAN 

The State of California/ General Motors (GW) Corporation and the 
United Auto Workers International Union (UAW) entered into agree- 
ments WHICH PROVIDE FDR $7,695,000 FOR COUNSELING, RETRAINING, AND 
JOB PLACEMENT OF LAID OFF wqrkERS FROM GM ASSEMBLY PLANTS IN FREMONT _ 

AND South Gate, California. This precedent-setting agreement gave 
THE State the opportunity to put together a partnership among the 
private sector and local/ federal/ and state governments. the 
contribution of private sector resources provided leverage for 
securing matching public sector resources, an additional $7i|i|/000 
was provided by the alameda county training and employment board 
for retraining/ job development/ and placement. 

The tripartite agreement called for retra-Ining to be made available 
pdr hourly rate workers in demand occupations. 

The program was made possible as a result of an HisToRic collective 

BARGAINING AGREEMENT NEGOTIATED WITH SM/OAW/ ZSTABLISHING A dOiNT , 

iKiLL Development and Training Committfss to promote training/ re- 

rRAiNiNG AND RELATED ACTlViTIES TO UPGRADE THE SKILLS OF 6M AUTO 
WORKERS NATIONWIDE. CALIFORNIA WAS THE FIRST STATE TO TAKE ADVAN- 
TAGE OF THE Gii/lAW PLAN WHICH FITS INTO RECENT EFFORTS IN CALIFORNIA • 




ERIC 
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TO FORM PARTNERSHIPS AMONG BUSINESSES, LABOR* AND STATE AND LOCAL 
GOVERNMENTS TO EASE THE EFFECTS OF PLAf'T CLOSURES ON BOTH WORKERS 
AND COMMUNITIES. 

Retraining under this AGREEMENt was FACiLitAtEb by other State leg- 
islation. THESE LAWS ALLOW WORKERS LAID OFF DUE TO CIRCUMSTANCES 
SUCH AS PLANT CLOSURES TO COLLECT EXTENDED UNEMPLOYMENT INSURANCE 

benefits while enrolled in a retraining program; provide special- 
ized retraining and reemployment services fl ^ displaced workers; 
and authorize transportation assistance to enable laid off workers 
to commute to unfilled jobs in surrounding areas. " 

Thus far* over 8/ODO displaced workers have registered with our 

PROJCCT CENTERS, 2,200 HAVE ENTERED EMPLOYMENT AND 2,600 HAVE 
ENROLLED IN TRAINING. A SPECIAL EFFORT HAS BEEN MADE TO DEVELOP 
TRAINING, WHICH TAKES ADVANTAGE OF EXISTING SKILLS, AND CAN BE 
ACCOMPLISHED IN AS SHORT A TIME AS POSSIBLE; THE AVERAGE LENGTH 
IN SIX MONTHS. 

FORTDNATELY* the auto INDUSTRY APPEARS TO BE ON AN UPSWING, WITH 
OVER 800 OF THESE WORKERS HAVING BEEN RECALLED TO OTHER GM PLANTS, 
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Ford was abce to foresee the ccosing of their Micpitas plant and 
tophase-out their workforce of 2*300 throughdut the period from 
January through July 1983; 

This notice provided EDD with enough time to build rapport among 
service deliverers, the workers, the company, and the union; to 

SURVEY workers' NEEDS; AND TO PLAN WITH- THE COMPANY AND THE UNION 
FOR The best mix of services to meet those needs. It SHOULD BE 
NOTED THAT THE EXPERIENCE WITH 6H/0AW AND THE FACT THAT ONLY ONE 
LOCATION WAS INVOLVED ALSO CONTRIBUTED TO OUR "hEADSTART . " 



This project also relies on the active participation and contribu- 
tions OF EDD, THE COMPANY AND THE UNION. ThUS FAR, OVER 1,700 
WORKERS HAVE REGISTERED IN THE PROJECT'S CENTER, WHICH IS LOCSTED 
IN THE PLANT ITSELF. As WITH GH/UAW, EMPHASIS IS ON PLACEMENT AND 
RETRAINING, WITH SPECIAL SUPPORT ENHANCEMENTS (STRESS AND FINANCIAL 
COUNSELING AND TRANSPORTATION ASSISTANCE). 

3. ^ mn mm 

The Santa Maria project was an all-out, communitywide response 

WHICH BEGAN IN JONE 1981, IMMEDIATELY AFTER THE PIPER AIRCRAFT 

CLOSURE, Well-established cooperative Working relations and close 

COORDINATION AMONG THREE KEY ENTITIES '.ED TO A COMPREHENSIVE 
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PROJECT WHICH FOCUSES ON WORKER NEEDS AND ECONOMIC DEVELOPMENT; 

The key entities were EDO, the city government and Santa Maria 

VALLEY DEVELOPERS (SMVD), A LOCAL NONPROFIT ECONOMIC DEVELOPMENT 
ORGANIZATION. 

EDO, THROUGH THE SANTA MARIA FIELD OFFICE, HAS PROvibED INTENSiVE 
EMPLOYMENT SERVICES sUCH AS PLACEMENt/ JOB DEVELOPMENT, COUNSELING, 
JOB SEARCH TRAINING, TESTING, AND EMPLOYER ODTREACH. SMVD AND THE 
CITY ASSISTED IN AN INTENSIVE EMPLOYER OUTREACH TELEPHONE CAMPAIGN, 
A WEEKEND JOB FAIR SPONSORED BY A LOCAL REALTORS' GROUP (IN COOPER- 
ATION WITH A PRIVATE EMPLOYER), AND A WORKSHOP ON FINANCIAL MANAGE- 
MENT CONDUCTED BY THE VICE-PRESIDENT OF A LOCAL BANK, 



EDO'S FIELD OFFICE MANAGER PLAYED A LEAD ROLE IN THE FORMATION OF 
THE VANDENBERG (AlR FORCE BaSE) TaSK FORCE, A CdNSORTiUM MADE UP OF 
EDO, AEROSPACE EMPLOYERS, AND LOCAL EDUCATIONAL AGENCIES. THE 

Task I-okce worked to ensure that the majority of :>ERSbNS hired for 

TECHNICAL AND AEROSPACE JOBS AT THE BASE OVER THE NEXT FEW YEARS 

WERE Local residents. To' accomplish this goal, the Task force 

ANALYZED EMPLOYER DEMANDS AND FACILITATED THE DEVELOPMENT OF 
SPECIALLY DESIGNED COURSES THAT WOULD ENABLE DISPLACED WORKERS TO 
FILL POSITIONS IN ELECTRICAL AND MECHANICAL FIELDS. 
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^. SEES 

In December 1981, International Paper (IP) Company announced plans 
TO SELL ITS Weed facility dr close its doors by JUNE 1982. Since 

CLOSURfc* WOULD HAVE A DEVASTATING EFFECT ON BOTH THE TOWN (POPOLATION 
APPROXIMATELY 3,000) AND THE COUNTY, VARIOUS COMMUNITY REPRESENTA^ 

tives (including edd) met to assess the situation and draw up con- 
tingency plans, forming the weed community action gommittee. 
Initial efforts received a mixed response. In exploring economic . 
development options, for example, the committee helped develop a 
Employee Stock Ownership Plan which was submitted to IP for consid- 
eration ALONG WITH OTHER BIDS. 

Still without a buyer, IP rLosED the mill in May. edd immediately 

OFFERED BASIC EMPLOYMENT SERVICES TO !P WORKERS THROUGH THE MT . 
SHASTA FIELD OFFICE. WHEN THE COLLEGE OF THE SiSKIYOUS (COS) IN 

Weed obtained a grant for career counseling and vdCATioNAL education 

SERVICES TO DISPLACED WORKERS, EDD OUTSTATIONED A JOB DEVELOPER 
PART-TIME AT COS IN ORDER TO PROVIDE INTENSIVE JOB DEVELOPMENT 
SERVICES TO IP WORKERS. 

In the INTERIM, WHILE STILL ACCEPTING BIDS, IP FUNDED AN ECONOMIC AND 
SOCIAL CONSULTING FIRM TO ASSIST THE COMMUNITY IN PLANNING FOR THE 

FUTURE. The firm. Community Dynamics, worked with the newly formed 
Planning for Tomorrow Committee (PFTC) headed by the mayor of Weed. 
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/i MARKETING SURVEY AND ECONOMIC DEVELOPMENT ACTIVITIES WERE iNitl" 

AtEb, WITH TECHNICAL ADVICE FROM COMMUNITY DYNAMICS. BASED 

ON RECOMMENDATIONS FROM EDD, JHE PFTC SUB>ilTTEb A PROPOSAL TO JP 

for funding a reemployment center, as well as additional ecdnomic 
development activities. 

Sale of the mill to Roseburg LUmber Company was announced in 

DECEMBER 1982. 

i 

Roseburg bought into Weed,- not to get a going sawmill operation, 
but to get the plant site and the ceg-ion of skilled mill and timber 

WORKERS WHO STILL LIVE IN THE COMMUNITY. "THAT'S WHY WE'RE HERE. . 
We got these people and we got a good PLArtT SITE, PERIOD," SAID 
MARTIN GROGETT. WEED MANAGER' FOR THE ROSEBDRG LUMBER CO. OF dREGON. 



The third group of programs are more directly related to traditional 

STRUCTURAL UNEMPLOYMENt . ThE PRINCIPAL PROGRAM IS OF COURSE JTPA. 

The other is odr "Work Sharing Unemployment Insurance," 



C/MFORNIA WILL DISBURSE 75 PERCENT OF JTPA TITLE FUNDS DIRECTLY TO 
SDAS WHICH HAVE DOCUMENTED THEIR NEEDS THROUGH THE SUBMISSION OF A 

Title III Plan. Twenty-five percent of funds" will be retained to 

ADDRESS NEEDS THAT ARISE SUBSEQUENT TO THE INITIAL ALLOCATION. 



STRUCTURED .UNEMPLOYMENT PROGRAMS 
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WORK SHARING ONEMPtOYMENT INSURANCE 



(WSUI) 



Senate Bill 1471/ pioneering legislation passed by the California 

LEGiSlAtURE IN 1978/ AUTHOR IZED THE WORK SHARING UNEMPLOYMENT InSUR- 

fliNCE Program. This legislation allows the payment of work sharing 

JNEMPLOYMENT INSURANCE BENEFITS TO PERSONS WHOSE WAGES AND HOURS 
^RE REDUCED AS A TEMPORARY ALTERNATIVE TO LAYOFFS. 

The program helps employers and employees avoid some- of the burdens 
rhat accompany a layoff situation. for instance/ if employees are 
detained during a temporary slowdown/ employers can quickly gear up 
mlu business conditions improve. employers are then spared the 

EXPENSES OF RECRUITING, HIRING/ AND TRAINING NEW EMPLOYEES. In 
•URN/ EMPLOYEES ARE SPARED THE HARDSHIPS OF FULL UNEMPLdYMENT. FOR 
IMPLOYERS WHO NEED TO REDUCE THEIR WORKFORCES PERMANENTLY, THE 
'ROGRAM CAN B£ USED AS A PHASED TRANSITION TO LAYOFF, AFFECTED 

_c __ _ _ 

MPLOYEES CAN CONTINUE TO WORK AT REDUCED LEVELS WITH AN OPPORTUNITY 
0 FIND OtHER EMPLOYMENT PRIOR TO THE EXPECTED LAYOFF. 

ETWEEN July 1978 and July 1983 almost 6,500 employfr plans have 

EEN APPROVED, AFFECTING OVER 200,000 EMPLOYEES. 

bbitioNAL State legislation passed this year (SB 57) eliminates 

HE 20-WEEK annual LIMIT FOR ANY EMPLOYEE AND SUBSTltUTES A SIX-MONTH 
LAN LIMIT ON EMPLOYERS. ThE PLAN IS RENEWABLE IF THE UNEMPLOYMENT . 
ATE IN THE STATE EXCEEDS 7.5 PERCENT. 



\ 




1. Government should encourage and assist the private sector in 
providing specialized training, some examples of ways to do 
THIS include: 

Tax incfntives . Programs such as Targeted Jobs Tax Cpedit (TJTC) 
arf good examples of this. generally; however, these programs 
are targeted to job-seekers with special needs* and this may be 
a necessary and desirable feature of tax-break training progra^.o. 

Works itE Training Programs . The Employe^ Training Panel and 

CWETA ARE GOOD examples OF THIS. THESE PROGRAMS ARE DSEFDL IN 
RETRAINING EMPLOYEES TO EQUIP THEM FOR TECHNOLOGICAL CHANGE* TO 
PREPARE THEM FOR HIGHER LEVEL JOBS AND TO PROVIDE EMPLOYEES FOR 
RAPIDLY EXPANDING INDUSTRIES. "UpGRADE" TRAINING PROGRAMS ALSO 

create employment opportunities in entry level jobs. 

2. We need a truly comprehensive Labor Market Information (LMI) 
system to meet state* local as well as national* information 
NEEDS. Very large employers that have knowledgeable staffs of 
planners and economists often can anticipate their employment 
needs and are an important source of labor market information. 
The vast majority of employers* as well as planners and coun- 
selors IN SCHOOLS* Private Industry Councils* Job Service Offices 
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AND OTHER PUBLIC PROGRAMS* MUST RELY ON INFORMAtiON PROVIDED 
THROUGH THE DEPARTMENT OF tABOR AND THE STATE EMPLOYMENT SECURITY 
AGENCIES. We have (IN CALIFORNIA) AN EXCELLENT RELATIONSHIP 

WITH THE Bureau of Labor Statistics* and the state-federal 

COOPERATIVE STATISTICAL PROGRAM FORM THE SOLID FOUNDATION OF A 
STATE AND LOCAL LMl PROGRAM. HOWEVER* THEY FALL FAR SHORT OF 
PROVIDrNG THE SPECIFIC TIMELY* LOCAL OCCUPATIONAL INFORMATION 
WHICH INDUSTRY AND THE PUBLIC SECTOR NEED TO PLAN TRAINING 

PROGRAMS. Congress and the Department of Labor mUst fUnd* and 

SUPPORT a national LMI PROGRAM THAT MEETS STATE AND LOCAL NEEDS. 

3. National programs mUst not be so CATEGORiCAL and so specific 

THAT state and LOCAL PROGRAM PLANNERS AND OPERATORS CANNOT 
RESPOND TO THE UNIQUE NEEDS OF THEIR STATES AND LABOR MARKETS. 
JTPA HAS NOT MADE A GOOD START IN THIS DIRECTION. 

There must be extremely close cbORbiNATiON among public programs. 
It is crucial that this take place at both the local and state 
LEVEL, There are so m/'ny agencies and programs involved that 

COORDINATION OF THESE EFFORTS BECOMES A SEPARATE AND MAJOR 
RESPONSiBiLlTY OF LOCAL OFFICIALS. 
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RECOGNIZING THAT THE VOCATIONAC EDUCATION AcT IS NOW BEFORE 
CONGRESS FOR READTHOR I ZAT ION, FOR PURPOSES OF THIS HEARING, 
\ WANT TO URGE INCREASED COORDINATION REQDIREMENTS REGARDLESS 
OF THE EVENTUmL FORM OF THE REAUTHORIZATION. 

GOVERNMENT SHOULD CbNTINUE TO PLAY A ROLE IN EMPLOYMENT TRAIN- 
INC3. PUBliC EDUCATION IS IN LARGE PART A RESPONSE TO THE INDUS- 
TRIAL REVOLUTION AND THE NEED FOR HIGHLY SKILLED AND TRAINED 
WORKERS IN A COMPLEX ECONOMY. THE PRESENT PREOCCUPATION WITH 
"HIGH-TECH" INDUSTRIES AND THE NEED TO TRAIN WORKERS FOR SOPHIS- 
TICATED "HIGH-TECH" OCCUPATIONS IS ONLY THE MOST RECENT MANI- 
FESTATION OF A LONG PROCESS. THEREFORE, WE HAVE TO CONTINUE TO 
ASSUME, IN THIS EXTREMELY LARGE, COMPL ICATED AND VOLATILE SOCIETY, 
THAT GOVERNMENT STILL NEEDS TO ASSIST SOME INDIVIDUAL CITIZENS 
:0 PREPARE FOR WORK, AND THE INDIVIDUAL EMPLOYERS TO COPE IN 
FILLING JOBS. THE QUESTION IS THE PROPER IDENTIFICATION OF THE 
RESPONSIBILITIES OF THE PUBLIC AND PRIVATE SECTORS. 



GOVERNMENT SHOULD BE WARY OF Bl^COMING OVERLY INVOLVED IN DIRECT 
TRAINING FOR SPECIFIC SKILLS WHICH CAN BE DONE MORE EFFECTIVELY 
AND EFFICIENTLY BY EMPLOYERS THEMSELVES. EMPLOYERS OFTE- DESIRE 
A TRAINABLE PERON RATHER THAN A HIGHLY SKILLED WORKER. TWO 
RECENT REPORTS ADDRESS THIS ISSUE. DR. MARK BENOICK JR. , STATED 
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THAT "FUNCTIONAt IttlTERATES DO NOT MAKE SAFE, FLEXIBLE, PRO- 
bliCTIVE. OR EASILY-TRAINED EMPLOYEES; THAT. RATHER THAN THEIR 
LACK OF SPECIFIC JOB SKILLS, IS WHAT SCREENS THEM OUT OF JOB 
OPPORTUNITIES'*. 

[A STATEMENT BEFORE THE COMMITTEE Or^ SCIENCE AND" TECHNOLOGY AND 

THE Committee on the Budget, U.S. House of Representatives. 
June 9, 1983. page 12.3 . 

In a STDDY PREPARED FOR THE LOS ANGELES AREA CHAMBER OF COMMERCE, 

Dr. Wellford W. Wilms reported that "Good work habits and posi- 
tive ATTITUDES WERE GENERALLY REGARDED (BY EMPLOYERS) AS CRUCIAL 
TO AN EMPLOYEE'S SUCCESS 0*N THE JOB. . . " . 



[ Technology , Job Skills , and Education , January 25, 1985.] 

There are a number of reasons for public training programs, 
including: 

Basic dccupaTional literacy. These are the knowledge skills 
which many, but not acl, acquire through a high school education- 
reading, writing, arithmitic. 

Work Habits. Some people are not prepared for the social and 
behavioral demands of the workplace and need special preparation 
in these areas. ; 
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generalized training. the basic preparation for generalized 
occupations which encompass many more spe ci al i zed. jobs-we lde rs* 
machinists-can be obtained through public training programs; 
individuals are prepared for a wide range of specific jobs; 
employers can recruit from a wide pool of persons prepared for 
immediate employment or for more specialized training. 

Training" for persons with special barriers to employment, 
persons with no work experience (and particularcy, youth), 
disabilities/ .socio-economic disadvantages. and so forth, 
represent high risk and high cost -for employers who undertake 
to train them. government has a special obligation to prepare 
these people for' employment, 

displaced workers. these people often face difficult reemploy- 
MENT problems; lack of transferable skills* age, the stress of 
the disruption caused by unemployment after years of work. 
The already-declining industries and closed business that are 
forced to layoff employees often are not equipped to help. 
Government has a very important role here. 

Training for occupations in demand. The majority np employers 
are small business; the majority of workers are employed in 
small businesses. individually, these firms often do not have 
the resources to anticipate their own employment needs, nor do 




THEY HAVE THE R 


isbURCES to DO EXTENSIVE TRAINING. GOVERNMENT* 


THEREFORE. CAN 


PRODUCTIVELY ASSUME RESPONSIBILITY FOR TRAINING 


FOR occupations! 


WHICH REPRESENT FUTURE JOB OPPORTUNITIES* BUT 


WHICH ARE NOT ifi 

1 


ONCENTRATED IN A FEW FIRMS OR INDUSTRIES. 



SUMMARY 



In summary, the major point is that training for employment is an 
important-essential-component of economic development and growth. 
Obviously, the competitiveness of the United States in the world's 
marketplaces depends on many factors. but the availability of 
workers trained for increasingly difficult and technical jobs 

IS A MAJOR DETERMINANT OF OUR FUTURE ECONOMIC WELL BEING. ThAT 
ECONOMIC GROWTH PROVIDES THE OPPORTUNITIES FOR ALL MEMBERS OF 
SOCIETY- INCLUDING THOSE WHO HISTORICALLY HAVE HAD THE GREATEST 
DIFFICULTY IN OBTAINING EMPLOYMENT TO BE PRODUCTIVE? AT THE SAME 
TIME. HI GHIR _ LE V E L S 0 F E MP L 0 Y M E.NT REDUCE THE E XP E N D I T U RE S WHICH 
MUST BE MADE BY SOCIETY FOR INCOME TRANSFER PROGRAMS. WELL- 
DESIGNED AND WELL-MANAGED TRAINING PROGRAMS ARE A KEY ELEMENT IN 
THIS ECONOMIC AND SOCIAL BALANCE. 
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Representati ve Lungren. Thank you, Mr. Kiddbb. Our next witness 
is Ernost Suvoic, (liredor of the la!>or relation.s planning and employ- 
iiieiit oflice, tlie hibbi* rdatibns stafF of the Ford Mbtbr Co. 

Welcome, Mr. Savoie, you may proceed as you wish. 

STAT EMENT OF ERNEST J . SAVOIE, DIEECTOS, LABOR aELAtlQNS 
PLANNING AND EMPLOYMENT OPHCE, FORD MOTOR CO. 

Mr; Savoie: Thank you^ Congressman Lungren. First, I would like 
tp con^^ra till ate w^^^ did the scheduling because I feel as if the ob- 
set' otion should be made tlint the buck stops here. [Daughter,] 

am the director of labor relations planning and employment 
office Df Ford Motor Co.'s labor relations staff _But I am also a mem- 
he_r_bf the jbint_gbverm body of the UAW-Ford national develop- 
mejit and training center. _ _ _ _ 
__^fx appearance in this dual role underscbr^^ the concepts of mutual- 
ity and of jointness that made possible the -subject of this report — the 
UAW-Fbrd natibna^ y-ajniiig program a its joint national Ciehter. 

And ftlthaugli our program has been in operation for less tlym a 
STar^ '^oyiG 7,000 indij^i duals nation w already have taken advan- 
tage of one or more of its features. _ _ _ 

M^^ Cbngrepinan, I ha ve filed a more detail ed prepared statement 
on our program with the committee and with your permission, in the 
inj:cix;stj)f a hiding Jd^ time aviulable^^ I would like to enter the en- 
tire prepared statement, as you indicated before, in the record. I will 
1^0^ summarize ^ 

Our employee development and training program is not a stand-- 
albne creation^ but (^^^ mutual grow^^^ of pur 1982 
collective bargaining ajjreement: A greater nnderstanding of the joint 
t ril i hi ng a pp roach reqij i res^ perh aps^ a brief rev ie w of th at agreernen t 
and an antecedent joint effort of major scope — our UAW-Ford em- 
ployee involvement process. _ _ _ 

Employee involvement, or simply EI, as we call it for short, had its 
ftart at Ford in bur 1979 labbr agreement. This j^rbcess rests on the 
principle that people have more to offer than just the strength of their 
bodies or their presence at work — that when given the bjppbrtuhity, 
the time, and the training, that they can and will contribute mistily 
in terms of positive ideas that will he^n solve work-related prbblems 
and enhance work relationships. 

Ford and the UAW are full partners in this effort. We created the 
process together aT\d we administer it jointly together. The basic struc- 
ture of our ET effort consists of local joint^eering committees arid 
voluntary ernployce prbbleni -solving teams. We have sucTi EI steering 
committees at virtually every one of our major facilities and there aril 
pyer 1.^ .000 employees in some 1.500 proT^lem-sblyihg teams. In total, 
some 25,000 employees have received EI supporf^training. 

_ Ambne the mbst nb^^ achieve mcTits of the ET for iis are improved 
product quality, improved management-union- relationships, and, ac- 
cording to a Mrvey, drarhatic increases in cmplbvee job satisfaction— 
from 58 percent before ET to R2 perrent-^and from 27 percent ta82 
percent in erhplbyee-perceived opportunities to accomplish something 
worthwhile. 
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I could on uni on, for ET ior 41& is truly an industrial success 
story. Biit tHo point fo is tjiat EI forged new attitudes and new 

rejjitionships ov4»r this period of time: It also was the catnlyst that we 
believe thai made our 1^ 

As we approached the imr^dining table, both sides had learned firsts 
liand in those jlribr j^^^ how cO eobp ef Kow^^ch^imre-e ^ 
information, andTiow io resolve problems. We concluded the 1982 
agrcoment in _13_days^6 monihsjiheadjjf _t tjie industry 

• and without a strike; The agreement included labor cost- moderation, 
>vhLcli was important fot_ inteniational competitiveness^ Qplmmitment 
by both parties to promote competitiveness in the future, extensive job 
SQCiirity_and job prpte^^ profitsharihg for the future, arid 
pilot human resource projects;-- 

Jt 4]sp Jaun ched th e j bin t _U A W^Ford e mpl oyee de velopriierit and 
training program. This program is built on the same participative 
Tirjrici pies arid lias marixpi the same irij^r to EI~ 
local committees, employee volunteerism, local program flexibility and 
autonom^,^nd riatipria^ ericpjira^?ement arid support. 

Ourjprogram focuses on individuals and allows both our active jand 
h^ i3-oflr eriiplcyees to seek cduQAtiP^al^ arid trairiiri^cppjjrtu 
progrjim is funded by company contributions of 5 cents per hour 
>^^ol*ked, wjth s^^ by a joint governing 

body of compo ny and U A W represen tati ves. 

N'pw the progriuri's ob^ Iriclude prbvidirig services for actiye 
employees iind support of our ET effort Most of our efforts thus far 
have bpcri designed to assist djsloca ted wnplo the critical 

nature of this problem and the Jieed for Immediate action for them. 

Let me take ]\ust a ri^ into perspective the work force 
changes that have occurred at Ford. 

Our hpiirly employment ^eal^ed in 1978 at Just over 200,000. The 
industrywide depression subsequently reduced that hourly work force 
by oric-lialf, to arburid 100,000. Tbdiy, we have about 107,000 hourly 
employcas on roll and over 37,000 on layoff still have seniority recall 
riglits! These c riipl bye es^ both active arid layoff, reside in 22 States. 

rfust this year, in rtune 1983, our national center left its temporal^ 
quarters tb bpen Its dporj iri a riew building on the Henry Ford^Comr 
munity College in Dearborn, Mich. Importantly, the prbi?ram_is riot 
isolated or limited tb any brie location, although our planning center is 
in^Dearbom, but it extends Into all of the commupities_ wMre oji laid^ 
bff eriiplbyees are located, where we create working-consortiums with 
external ir^ups. No one alone, we believe, can handle the prpl)lem,af 
worker diMpcatlbri. As a r^^^^ we are, working with 
gavcrnmental, social, and educational resources. ^ _____ 

Now wheri we negotiated our program, we made no attempt to set 
out all the details of what we wanted to do or Kqw to db i_t^ We ex- 
panded on the j>ririciples that we have learned thrxjugh ET of mutual 
trust and problem-solving, and we were cbnterit wjt^ the gerieral 
charter in ^he agreement itself. Most people could not believe that 

type of language. _ _ 

* jW'e knew, hbwever. thatL we- could work together to fashion specmc 
programs and to allocate the fiirids and tb sMff Jritelligeritly fm^^ 
purposes. We also kriew that we needed professional help, a dedicated 
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plaiiiiinp: jrnoiip, imrl wo did not want to diiplicata any existing serv- 
ices in the (vliu at i()tiiil cointniinity br^o 

TJiis iK \vjiy we e^st^ihiished a; center concept with a small staflf of 
P L'O f ess ion a 1 s e x j)e ri enc'cd in >*qca t i oh a 1 ed ii ca t ion , t ra in ing, c a ree f 
CO in I se Hup;, and m job develop men t. We wanted to encourage the local 
n n ? *J 1^1 ^ ? 1 1 111 a li age hieh t in their ati t bno my arid in th ei r 1 bcal 
ownership so tliat those who are closest to the sitnation would be inti- 
liuUojy iriyblved. Arid \ve wanted to sei-ve the needs arid desii-es of iri- 
dividual employees and not to impose our own preconceptions. 

??b»' V'i^'VTf^pcct to tM [^li^^^^ b^^tcorile in less than 

a year has been six distinct approaches^ and I will try to go through 

organize what we call Career Day conferences wnere we convene 
groups of laid-bflT etriplbyees iri a Ibcality to irifbrril. them of their 
program options and of available community services. 

Froin .Thriuary through Augtist of this year, 12 Career Day confer- 
ences were ronducted. attended by over 5,000 laid-oif erriployees from 
IT locations. The details of this program are in the f tiU testimony. 

In the next step, the national center, upon local request, assists the 
local coninnftee in designing and administering a survey instrument 
tailored to that conimnhity to gather information on employee plans 
and interests. Such sur%'eys assist tha individual in beginnmg the proc- 
ess of se 1 f - e V al 1 1 at i on , _e x p 1 oration of a 1 tern at i yes aha , of cpu ree , they 
nrD-ess4»iit4al tsy facilitatfi the planning of speciHc-local activities. 

Frorii October 1982 through August lOSS^ 12 discrete surveys were 
acbiTinistered to some 6,000 laid-off employees. - - . 

These programs assist empiloyees in their self- eya^^ 
helping formulate specific career goals, and plans to attain them 
tUrbugli career cbiihseliri^ and guidance. Our programs Jiave^ f 
main components — sclf-awjareness. career. awareness, carjeer decision- 
iri^^Mrig, ahd career plahhirig. Usin guidelines J:hat^ de ■ 

velopeS for us. by the Maeorab Community College and then refined 
by_ the riatiorial center^ we tai] or these local ly^thi^^^ existing iristi- 
tut ions. The national center helps local unions and managements to 
obtairi the delivery olf__t lie spe^^^ program whic^^ Ji*^^ where 

from i to B weeks. From December 1982 through August 1983, seven of 
bur local joint cori^ haveiriitiated such prbjects and about 1,100 

participants were in them. _ 

We iriitlated right at the begiririir^ of b ir program, iri August 1982, 
a prepaid tuition assistance plan. This is a relf -selected, voluntary, pre- 
paid tttitlbri plari. Some pcbple call it biir bwri GT Wll bf rights. There 
hiive been over 3,000 enrollments in this program «'ince August 1983. 
Briefly, the plan pays tiiitibh arid certain fees, up to $1,000 per year 
for up to 4 years for self-selected education and training of any type 
the^iridividual warits. 

The national center administers this plan in its entirety, ihc^udiri^: 
evaluating the applications, responding to the appHcants, j»nd reim- 
bursing .schools. And you will see a report that we_had_dphe_by a pro- 
fessor from Macomb Community College thiit shows that people are 
really select i ng the tj;pes of prbgra rii s th a t hay e been desc r ibed h ere 
far the fiiture^programs in the fields of vocational technical education 
when left on their own. 
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Another strategy involres^creating what we ca!l targeted vocational 
rf*y!Jiiiiing prbj\octs, o^^ This is the type df group retraining 

that has boon iliseassed by the other panelists; These consist of spe- 
c_ia]l5\dosig]ied, fijll-^^^ or skills-oriented retraining prb^ 

grams. They focus on areas 'dnntified as having job prospects or rep- 
resenting filature 

Our national center stafl^ win go to a local itv and evahiate labor 
nitirket prosped Ooverinrnent sonrces^^ 

detailed project proposals from educational and training institutions. 
Each such program includes a full cpmplement of a^^ 
seling, job search preparation Jincl placement services, and project 
evaluation as well as training. TVIl prqiects have been initiated in 
cooperation with local training providers enrolling a total of some 
400 individuals to date. 

Now, for various reasons, of course, many individuals neither noed 
nor want retraining and arc interested principally in job search assist- 
ance for employment that is consistent with their background and their 
experience. Job search skills workshops provide laid-bff employees 
with professional job search assistance that includes provision of labor 
market information, the development of job-seeking support systems, 
resnnies, and Interviewing skills. 

And from December 1982 through August 1983, special job search 
skills workshops were attended by 800 emplbveevS at over 8 locations. 

I w^nld like to say a few words now about plant closings, and I have 
mixed feelings as I discuss our special national center assistance for 
plant closings. _ _ _ _\ 

I am proud, of course, of what has been accomplished in establishing 
and implementing comprehensive,- integrated, and intensive action 
plans for bur San .rose, Calif., Milpitas facility and our Sheffield^ 
Ala.,^ plant closings. But, obviously, I would much prefer to talk about 
opening new plants and retrain Ing people for being hew employees, so 
there are some-kudos that we get that wado not want._ _ - 
.Assistance for employees displaced by pi ant closlhjys m 
course^ of income support, other benefits, and intracompany place- 
nient have traditionally been a prbyision of our cbllectlve bargain ihg 
agreement and these-provlsions are administered locally. 

.T^^L^ we did in 1982 in ouilEDTP and our imtional jiehter^j^^ 
provide special assistance with respect to career guidance^-outside 
ipb searchj Jj^d ret mining. The national center^ thr^u^hohsi^ 
sultation and liaison with governmental and community agencies, 
bM ^ssis^ed both San Jo^^^ ylL_??li^ing ^l^cir 
own local imion approaches, in addition to funding particular features 
bf 1 bcal action pi ans. For i nst ancCj bur p rograjn wil 1 fun d_many_ of 
the services in conjunction with the local people. The program has 
been beneficial in enab^^^^^^ 

The program and the national center have helped local unions and 
managements obtain a^^^ Training Partnership 

Act and other Federal and State dislocated employee and training 
provisions.^ 

External commitments from monetary and in-kind contributions 
of some $^ million have been received, either through action of the 
center or through the local parties with center assistance. About ^.8 
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niillion of thoso: fiinfls^aro slatod for Sail Jose and SlicfReld and T think 
we Havtv just nwived from tlio State of California another million 
dollars from the di.scretionafy fund. 

The local EDTP coramjttce at San Jose, and you have a listing 
here in the testimony of the type of training they have done in con- 
junction with the community and ^governmental sourcv>s, lias ap:gres- 
?ively^)ursued a full ran^re of assistance programs. Bv how, every 
laid-off employee at San Jose has had the opportunity to participate 
in at least one educational retraining or coimseling activity. And 
many have participated in inbre. At our Sheffield plant, a full serv- 
ice reemployment assistance center has been established at the local 
TTAW iinipri hall. And a number of actions have been taken and some 
of these programs are fully operational- Others are in the planning 
stajre since the plant just was closed a few months ago. 

Now, ho[)efully, this^ recital of program configiirations arid statist 
tics will hot dbscure the real focus of this activity — the individual 
hiidort' worker. We believe that none of what we are trying to do 
inakes miich sense if i does hot contribute directly or indireGtly, 
either immediately or long t^erm, to an enhancement of the individuals 
personal and ^y or k_ life. 

We know the basic goal of a -dislocated worker is reemployment. 
Rut hot just ahyr emplc^ Dislocated workers, especially, may 

feel that the syi^tcm has let them down. They want a quality job and 
PDG. wjth cljgpity ahd_phe-th Wliatever contributes to 

achieving these goals, we feel has some utility.' ~~ 

_ J^o^ PU^t'Jpr^ rates are quite high, we understand, com- 

pared to simiinr programs: Yet, perh4Sps i?o more than 10 to 40 per- 
cent of an eligible pppulatibh will be imp acted by these services. 
A rejport from San Jose said that out af some 1,400 to 1,500 people, 
^15! indicate d after prelimihary cbuhseling, they have no need for 
services, _ _ _ _ _ _ _ _ 

In other wprds^ retraihihg ahd related support is hot a full plate. 
It is only one part of the menu: And even where it is practicaL^re- 
traiiiihg ancilts rel^^ is only one part of the sblutibh. This 
is not to suggest- that training and support are not important, for, 
indeed^ they _a re. But a sense of perspective is necessary tb aybid false 
promises and false routes and to promote success within the limits 
b f wh at c ah be accbmpl i shed. 

Perhaps the key measure of success should be expressed less in statis- 
^ ' c al t e rm s and more in h u rn ah qMU t i es^t he sehse b f accbm pi ishmeh t 
in obtnining new skills and reemployinent^^nd the thanks and hopes 

J^^^U^'iduals and fiunllies that are rekihdlefl in in their 

society, and In their institutions. And that, more tlian any thing else, is 
what we wanted to do and what bur program is all abbut. _ 

Now our training program is clearly new ground in collective 
bargaining. 

It is new in terms of the people that it services, not only active work- 
ers— and I have not had the bpjpbrtUnity here tb discuss that^^but laid- 
off workers, raany with little or no prospect for reemployment with the 
company. 

It is new in terms of its structure : A jointly governed national cen- 
ter with a qualified prbfessibhal staff tb develop and hUrtUre the prb- 
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gram goals, 4:o instill ft sense of iinmediacy and urcency to move, but 
only as the local people arid local coriiriiittees and laid-o8 employees 
voiuntarily 4igree. 

It is new iri terms of its focus on local programs initiated and admin- 
istered by local union and plant management leaders, the people that 
wo feel are closest to the human problems and who have an emotional 
and organizational stake in the outcome. 

And it is new iri its outreach to the community by these sources, by 
seeking the assistance of availabH educational 4ind other community 
resources in delivering high quality training and devv^loprrierit. 

Can sucli a program be a pattern for others? Yes and no. We feel 
they will have to answer that for themselves. Naturall'^ "^e UAW- 
Ford approach is rooted in our owii speciflc experience and circum- 
stance, and that is why I went back to our employee irivolvemerit 
process. _ _ _ ^ 

Certairily, much can be learned from any appiroach. In doing burs, 
we studied others and we learned from them. Our whole spproarh, 
therefore, niay riot be germane, but certairi pbrtioris may be adap' hie 
for other peoV)le. AndLiie spirit, of course, certainly is. - 

So, in conclusion, Congressriian Lurigren, I subriiit that while riiarij 
of our specific program features are not unique or unusual, we believe 
we have taken a new approach in the overall packagirig, in the spirit^ 
the caring, and the delivery. _ _ _ = ^ 

While, obviously, what would be most helj)f^ 
worker is simply more jobs. In the meantime, training has a place and 
we should and will continue to do what we cm tb assist willing indi- 
viduals along the painful path of job transition. Though the entire 
structural uneriiplbyment problem caririot be solved limply by t^ 
much good can be done. Many individuals can be helped. We, therefore, 
should not be deterred beoause we have rioLfbimrl a uriu'ersa^ 
k I submit that we never will and that what we had better concentrate on 
doins: what we can. 

W^ feel that working through the Government, the communities, an d 
with the right spirit, that together we cari fashion some useful answers. 

Thank ydU very much. \ - , , 

[The prepared statement of Mr. Savbie^ together with the attached 
exhibits, follows:] 
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Prkpareu Statement of Ebnest J. Savoie 



THE UAW-FORD EMPLOYE DEVELOPMENT AND TRAINING PROGRAM 



AND ITS JOINT NATIONAL CENTER 



Mr. Ch«jrTDBn iui^ memBera of the Joint Economic Connitteei my nxroe is Ernest J. Savoie 
and I am Director of the Labor Relations Planning and EmplOTtnent Office of Ford Motor Company's 
Labor Relations Staff. I am pleased to be here t jday, hot only in thlii capacity, but also as a Member 
of the Joint Governing Body of the UAW>Ford National Development and Training Center. 

My appearance in this dual role underscores the concepts of mutuality and "jointnesa" thac 
made possible the subjects of this report — the UAW-Ford Employe Development and Training Program 
and its Joint National Center. 

These concepts are tmportant to an appreciation of the power and strength of our model, if one 
wishes to call it that, to assist the experienced adult worker whose life is abruptly disrupted by the 
forces of economic change. Although our program Has been In full operation only a yearj some 7i60D 
individuals already have taken advantage of one or more of its features. These features include career 
day ronferencesy vocational interest surveyst career counseling and assessinent by prbfessibhal 
personnel. Job search skills training, prepaid tuition assistance for self 'selected education or 
retraining, accelerated full-time grouj^-slxed retraining iii skills of forecasted job growth^ and special 
broad assistance for facilities that unfortunately had to be closed because of depressed laarket and 
economic conditions. 



With respect to closed plants, our National Center has been selected by the U.S. Department 
of Labor to cb-admlnlster a Title W discretionary Job Training Par the nhlp Act (JTPA) grant of 
3875,000 to the state of Alabaina to as^st employes at our Sheffield Plant. Also, the existence of our 
program and of the Center helpe-d bur San Jbse assembly plahtj located in Mllpitas, Califbrhia, enter 
into a cooperative arrangement with the state of California that includes the allocation of JTPA and 
other funds. We are seeking to create similar Joint efforts in other states where we still have 
substantial numbers of displaced employes. 
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Httr KmploVr r)f v«>lnpmf>nt «jid Training Prograis is not a stand-alone creation but one of 
^4«v<«r.i] in(eriock^n^' mutual Krowth featurpn of our 1982 Collective Bargaining Agreement with the 
U.-\W. A greater understanding of our joint training approach can be gained from a brief review of the 
h.irkt{round of that Agreeni<>nt and an antecedent joint effort of major scope: the UAW'Ford Employe 

Involvement Proci»»,. 

b'mployc Involvement, or EI as we call It for short, had its start at Ford in our 1979 Coliecf?»e 
Bar^taininR Agreement. The UAW-Ford EI process rests on the principle that people have more to offer 
than the MrrtifHh of their bodies — that when given the opportunity, the time and the training, they 
can and will contribute mightily in terms of positive ideas that solve work-related problems, improve 
thi> work fnvironment. and enhance work relationships. Ford and the UAW are full partnersrin tHia 
••ffort. We created the process together, and we administer it together. 



The basic strjcture of EI consists of local joint steering committees . and voluntary employe 
problem-solving tirarns. We have EI steering committees at virtually ever^^ohe of oiir major facilities, 
and there .xre uvpr 15.000 employes in some 1,500 problem-'Solving team>< In total, approximately 
25.000 employes have received EI support training. Amon? the most notable achlet'ernents of EI are 
improved prmiuct quality which-* is up by 5Z?^, C2ir for cor. over 1980 levels; improved management- 
union rrlationahipft -is demonstrated at the bargaining table in 1962 ruid in the daily relationships in our 
'^5 harttaininii units: and according tc a survey, dramatic increases :n employe job satisfaction (from 
SSTt bnfore EI to HZ'^o) and in employe-perceived opportunities to accomplish something worthwhile 
(from Zl'^n ta S2%j. 

Two years iiRoi at an early stage in the development o( the Ford Tempo and the Mercury 
Topaz, our new front-wheei-drive cars, we showed prototypes of the vehicles to the employes in the 
a55prnBIy pla* *9> We wanted their ideas oh how we might improve the products as well as the 
manufacturing process. The outcome was more than 400 suggestions — with nearly three-fourths of 
them adopted and used. At Ihdiahapotls, we were having problems with steering gi*ar valves. An EI 
problem-solving team investigated and proposed corrective measures. The result: scrap went down, 
first-time capability shot up, and we cancelled plans to buy an expensive retest machine. In Dearborn, 
a rf*search and engineering joint hourly and salaried Et group successfully presented a proposal .o open 
a Ford employe fitness center. Labor associated with refurbishing the facility was volunteered by 
hourly and salaried employes. The fitness center is governed by a joint hourly siiid salaried board of 
directors; current membership is approximately Z,500 hourly and salaried employes. Program design, 
.iov^Iopment, and instruction ore done with the University of Michigan's Physical Education 
D(?partm»?nt. 
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It is unfortunati* that time allows u» to highlight only a few specific achievements. There are 
iiteraiiy thousands of other case studies where E! has (leUverr<^ rt^uits. And continuing results^ 
regardless of size, but on a b«-oad scale — are far more import;tnt t ha r: just a few showy, spectacular 
ones. 

Employe Involvement has boosted employe job satisf actioot and helped to improve 
attendance. It hjtA een an important f jctor in reducing grievan'Tes — as much as 75 percent at some 
plants — n::d improving the quality of our products aiid the work environment. EI is working for us, for 
the union, for our customers and for the public. 



t couid B° °° on," for EI is truly an induitrial success ator/; but for today's purpose^ the 
point is that EI forged new attitudes and new relationships. EI wa£ the catalyst, we believe, that made 
the \')&Z For^-LA'.V aationai agreement possible. As we approached the bargaining table in 1982, both 
sides h;> ' •■ ^tensive experience with Employe Involvement. %7e had len>iied c^irst-hand how to 
constructively cooperate, share concerns and resolve problems. We jointly recognized the need, and 
shared the determination, to be internationally competitive. 

As a result, we concluded an agreement in 13 days — six months ahead' of time, a first in the 
tndiistry — and without a strike. Because of the healthy relatioiiship we had esta6>is&ed, we fotmd It 
possible to fashion an agreement with a number of innovative features. Many called it "historic." It 
certainly was not typical or traditional. And the employes endorsed it bVerwhelmingly. We called the 
accord the 'Mutual Growth Agreement", and it bears the indelible stamp of Hm{iioye Involvement. In 
both tone and substance, the negotiations — and the end rr^ult — broke new ground, and provided an 
.usurance of 30 months of uninterrupted production, thus supporting the largest product launch in 
Ford's 80-year history. 

The agreement included labor cost moderation, commitment by both^ parties to promote 
competitiveness, extensvc job security and joB protection measures, profit-sharing and pilot projects. 
It also launched the joint UAW-Ford Employe Development and Training Program. 



The Employe Development and Training Program (EDTP) is built on the same participative 
principlea and has many of t he same ingredients basic to Employe Involvement; local com ml ttees, 
t>mpioye voluntarism, local program flexibiiity and autonomy, and national encouragement and 
support.' The program focuses on iadividuala and allows both active and 1 aid-off employes to seek 
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educational and training opportunftiffs^ The Program is funded under the Collective Bargaining 
Agreement by Company contributions of 5 cents per hour worked, with expenditures authorized by a 
Joint Governing 3ody of Company and UAW representatives. 'AThile the Program's objectives include 
proviiiing services for active employes and to support EI, most of our effor.i thus far have been 
designed to assist dislocated employes because of the critical nature of this problem and the need for 
immediate action^ 

Let me take a moment to put into perspective the work force changes that have occurred at 
Ford. Our hourly employment alone peaked in 1978 at just over 200,000. The industry-wide depression 
subsequently reduced that hourly wbrh, force by bne-ha]f to around 100,000. T^day, we have about 
107,000 hourly employes on roll and over 37,000 c lyoff who still have seniority recall rights. These 
employes, by the way, both at work and on layoff, m*de in ZZ states. 

In June I9S3» the National Development and Training Center left temporary quarters to open 
the doors of its new building on the Henry Ford Community College campus in Dearborn, Michigan. 
Importantly, the Program is not isolated or limited to any one location but extends into the many 
commuhities where our laid-off employes are located cre«te working cnnsortitmis with external 
groups to help them. No one — alone — can handle the problem of worker dislocation. We must, and 
we are, working cloaely with gbverriroentai; social and educational resources. Tl^s is a matter of 
conscious ctuiice, philosophical as well aj practical. Our Center does not itself, for the most part, 
provide educational or training services to the eligible population, bat brokers such services from 
existing institutions and organizations most qualified to deliver them. 

The National Center is the flesb-and-blood, brici(s-and- mortar embodiment of the Employe 
Development and Training P^ '^am. Our 1982 Agreement charters the Program, and through it the 
National Center, to *. . . prouiote trainings retraining and development activities and efforts, and, in 
the process ... contribute to the competitiveness and well-being uf the Company — aspects which are 
essential to the job security, personal growtH, and development of Ford employes." The Program has 
four principal objectives, but today's focus is limited to the one that most closely deals with the 
subject of this hearing - assistar.ce for dislocated! or it you will, structurally unemployed workers. 
Exhibit I contains the collective bargaining documents covering the Program and its .goals, funding, 
— ge n er al - s truct ur e and k ey ro echantsmsi — The-G-o*-ehatn&en-of-the— Jo int G ove rni n g - B o d y of-the-National— 
Center are Peter J. Pestillo, Ford's Vice President of Labor Relations, and Stephen P. Yolticii, UAW 
Vice President and Director of its National Ford Department. 
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ASS ISTANCE FOR DISLOCATHD WORKER S 

When we negotiated our Program, we made no attempt to set out all the details of what we 
wanted to do or how to do it. Wi* expanded on the EI principles of mutual trust and problem soling 
described earlier and were content with m general charter and broad guidelines in the Agreement 
itself. We knew we could work together Co fashion specific programs and allocate funds and staff 
intelligently for these purposes. We also kxipw that we needed professional help, a dedicated planriTij 
group, and »e dti hot want to duplicate existing services. This is Why we established a "center" 
concept with a small staff of professionals experienced in vocational education and training, in career 
counseling and in job development. We wanted to encourage local union and plant manageineht 
autonomy and local ownership so that those closest to the situation would be intimately involved. We 
wanted to serve thp needs and desires of individual employes and not impose bur own preconceptions. 
With rMpect to the dislocated worker, the outcome in less than a year baa been ^ix distinct, yet not 
mutually exclusive, approaches. 
C areCT Day Ccmferences 

The first log'.cal step in our program consists of organizing wS^t we call "Career Day 
Conferences" to convene groups of laid-off employes to inform them of Prog/am options md available 
community resources. T-vpicaliy, these conferences are coordinated by the local EDTP committee, 
with assistance from Nrticnal Center i^opreaentatlvni, uu bring together local community and public 
service agency represesti'Jr.ss to explain arpropriate social programs. From January through August 
1983, twelve Career L/ay Ck>nf eren'iea hK-.i? bee: conducted — nine *t local unlca :i Jla and three cn 
community coU^^»- ■ •»njjur«s - ^ " .nacd by over 5,000 ^aid-off employes from 1? Company locations 
(table i). 



Tahtfe C-areei' Dav Confersices 

/^J.v.y^ry - August 1983) 

L o^aticm/Facilitiea 
Roufic Ate*-, MI 

Cl ere; jaJ Enginr . Plaxxttl 

C:»v<aand Casting* OH 

Nashvillo Class, TN 

Kentucky Truck, KY 

Rawsraville /Saline/ 
Ypsilanti, Sfl 



Employes 
AttendlTig 

1,100 
600 

750 

500 
500 
400 



Leeatlo ng^dliti^ 



Lorain J\jE«tii bly/ 
Ohio Truck, OH 



Chicago 5tunj)ing^JL_ 



S&effield Caiting. AL 
Twin Cities Assembly, MN 
Sandusky^ OH 
Monroe/WoodBavenj MI 



Employes 
Attending 



=20a_: 

400 
200 
l?5 
75 



197 
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Vocatiopai Pi«n» mad IntCT«t Surrgy 

Upon local request, aiid usually in cbnjvmctibii witH d Career Day Conference! tHe National 
Center assists th^* local EDTP committee in designing and administering a survey instrument to gather 
information on employe career plans ano interests. Such surveys assist individuals in beginning the 
process of self-evaluation and exploration of alterritives, and, of course, ar« essential to facilitate 
and focus the planning of specific local activities. From October 1982 through August 1983, twelve 
discrete surveys of over 6,000 laid-of f employes have been conducted (Table 2). 



Table 2: Vocational Plans and Interest Surveys 
(October 1982 - August 1983) 



— - Employes _ Employes 

Location/F ac ilities Participating Locati.":n/y acilities Participating 

Rouge Arej. Va 1,300 Sheffield Casting, AL 400 

Lorain Assembly/ 240 Rawsonviiie/Saline/ 700 
OKa Thiak, OH Y^ilOTti, MI 

ChicaRo Slaunplng, IL 250 Kentucky truck, KY 460 

N^hvilie Glass, TN 43l "^vidusky, OH 100 

Twin Cicirs Assembly, NfN 150 San Jose Assembly, CA 1,500 

CleveJonti Ehi<ine- Plants/. 700 Monroe, MI 56 
Cleveland Casting, OH 



CarcTT Counseling and Gmdmcc 



Career Counsftling and Guidance (CCG) programs and projects assist employes in their self- 
••v.iluatioh procMS by helping formulate specific career goals and plans to attain thein. These 
programs may rary from location to locaticn, but generally consist of four main compone.its: sel " 
awareness, career awareness, career decision-making and career planning. Last year^ Macomb 
Community College in Michigan helped us to conceptually develop some general specifications and 
gxiideliaes for potential vaca..onal CCG applications. Usin^ titese model Adelines, the National 
Center )ieips local unions and plant managements obtain the delivery of specific programs from 
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qualified lucal institution*. Local commltteef review the proposed content, length, P'*^f • 

solicit attendance and evaluate reaulta with profesaionAI help. A consultant has been retained to assess 
local efforts, identify the most promising aspects of a number of our local prbgraras, recdnamend 
changes as warrajited; From December 1982 through August 1983, seven joint local committees, with 
National Center assistance, have initiated Career Cotmseling and Guidance projects coveHng more 
than IjlOO p^ticipahts (Table 3). 



Table 3: Career Counseling and Guidance Projects 
iDecemSer 198Z • August 1983) 



Location/Facilities 
Rouge Area, MI 



Lorain Assembly^ 
Ohio Tnick, OH 

R a_ws_Qn vi 1 1 eZS al_in e/ 

YpsUanti Plants, MI 



Employes 

Participating 



Twin CitJifS Assembly, MN 
Nashville Glass, TN 
Sheffield Casting, AL 

Sandusky, OH 



160 

i 

50 

150 

20 
120 
120 
100 



Ser^ce Providers 
Wayn*f State University 



University of Michigan, 
Employment Trans. Prog. 



Lorain County Comm. Col. 

University of Michigan, 
Employment Trans. Prog. 

Washtenaw Co. Comm. CoL 

Inver HUls/Lakewood CC 

Tennessee Job Service 



Alabama State Employment 
Service 



Erie-Consortium of 
Educational Resources 



P*repaid Tuition Aasistanrg 



A pr 'paid ruition assistance plan was launched in August 1982. Coverage was broadened in 
eAply l^i:. and there have been over 3,000 enrollments through August 1983. Briefly, the plan pays 
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tuition iiwi cirtiln — up to JI^OOO p«r jw lor up to four T*"^ depending on •cniority — for •elf- 
selected educatiro and training. The National Center adniini»ter« the plan in ""/"^J?"*^ 
evaluating ippHcationi, responding to applicanta, and directly reimbursing schools. recent 
National Cmter publication. Crater Rr-^t 3, glT^i i profile of the i&ij 600 p«ticip«iti, under this 
progrira i^d is included as Exhibit n. Table 4 (belcw) gives MghUghts of this profQe. 

/ 

/ 



Table 4: ' Highlights from Center Report-3^ on Tuition Assistance . . 

' for Laid-Off UAW-Ford Hourly Employes (April 1983) 

the foiloWing profile of cjcperience tUta U based m ah MflyHi 6f_tbBjrie»t_6Q0J.aid-of/.bourlT 
einployi ippllcatiom apiayssed-f Qt4?»y^ Jo.rctraining and qjhsr educational institutions under t^ 
National Vocational Retraining Assistance Plan (NVRAP). The analysis revealed that a TYPICAL 
EMPLpYE; 

Selected a public community coiiege; 

- Enrolled in a Tocatipnal education curriculum involving^ («uch as 
electronics or robotics) or a businea»-reiated «rua Uucb m data procesiing)* and 

- Sought a two-year Associate Degree, not just a few courses. (Employes enrolled in one of 
35 community colleges, in ten states.) 



Began studies with a relatively heavy workload: 

- Enrolled for almost a full-time load of courses in two-year degree programs. 
Had raost cf Qi/her tuition and compulsory fees paid for the first term in school: 

- Received NVRAP assistance fen- about 95^ of such covered expenses, 

- Received little financial aid from ctlier soui .; i. *-^d 

- Probably JuuL cerlain. types of expenses (sul- as books, tools, supplies) which are not 
covered under NVRAP. 

Had__ovcr_8cycn jyears of Company seniority as the last day worked, and thus was 
potentially eligible for: 



Two years of NVRAP assistance, at:d 

A total amuunt of $2,000 for an'accredited institution. 
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TfgftttKl VocattoniJ HgtraloiDg Prqjecf 

Another retraining strategy Involves creating what we call Tappeted VbcationS Retraining 
Projects (TVR's). These consist of specially designeu, fui 'time, technicjd or 5 . lls-oriented retraining 
prr^azDs for laid-off employes focusing on areas identified a;* having job prusprr-s or representing 
future job growth markets. Our initial pilot project, laujiched in SeptemLer at Henry Ford 

Community College, benefited 72 individuals, including laid-off Ford employes from IS southeastern 
Michigan locations and IS individuals from other compaii.*es through joint EDTP and public funding 
arrangements. FOrty-two participants recently graduated, with 18 having found new jobs to date. 



Such intensive, full-time retraining is olten difficult for the individual in terms of personal 
■.ic.ificc and dedication — and there is no "stipend" provided during retraining — and is eicpensive to 
deliver — frequently in the range of 53,000 to $5, COO per person. The^e are "custom-designed" 
programs. National Center prof rs^ioM«a staff evaluate labor rnarket prospects in conjtmctioh with 
govrrnment sources, and obtain det lili*^ project proposals from educational and training institutions to 
assure quality as to content and to monitor effective delivery. Each program also includes a full 
complement of assessment, counseling, job search preparation and placement services, and project 
(^valuation., TVK projects have been initiated In cooperation with local training providers enrolling a 
total of some 400 imSviduals to date. TVR's currently sponsored by the National Center cover over 
300 laid-off employes at five locations (Table 5). 
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Tabic 5: Targeted Vbcatibnal Retrilnlng (TVR) Projects 
(Current as o( September 1983) 



TV'R Location/Service Provider 



Type of TraininB 



Sheffield^ Alabama — ' — 
Muscle- Shoals _S Late Tssh, College 
and Alabama Ind. Dev. Dept. 



Computer Num. Control 

(IO-«ek*J 

Prog. Logic Control 
(1 weeic) 



Muscle Shoals State Tech. CoUrge 



Welding 

(54 weeks} 
Sm ailEiigiAe Repair 

(33 weeks) 
El e c trici t y/El ec t r on! cs 

(Uj^eeJfcil 

Air CondJtioning/R€(rigeratiQT» 
- - IZZ wMks) 
Machine Shop 

(4 weeks) 



San JosgT-Calitornia 
Fbothill-DeAnza Comm. College 



Microwave Training Institute 



Machine Tool technology 
(16 we^ks) 

MicroWayc TccS: TrCalrig 
(40 weeks) 



Center for Employment and 
Training 



Superior Training Institute 



Aut o Sjct vice Technician 
(35 weeks) 

Semr-Tni_ck_Driving 

(4 weeks) 
Heary Equip. Operator 

(6 weeks) 



Total Training Institute 



Comp.-Repalr and Maint. 

_{33_w«k«L 

(Plus Others TBD) 



Rouge Area^ Michigan — -- 
Highland Park Comm. College 



Licensed Prac./Nuraing 
(5Z wMks) 



N a.^hgiU e , .Tenngasee 

Nashville School of Broadcast 
Technique 



Mar omb County Area, Michigan 
Macomb County Comm. College 



Video Priid._Tcch. 
(14 weeks) 



Auto Body Division 

- _ iaZ weeksl 

Electrical &3gr. Tech. 

(52 weeks) 
Robotlcs-Technology 

(52 weeks) 
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J otrS<«rcfa~Skilla Traini ng 



Fur various reasons many individuals neither need nor want retraining and are interested 
pHncipaily ir. job search assistance for employment consistent witH tHeir Background and experience. 
Job Search Skills OSS) Workshops provide laid-off employes professional job search assistance that 
supplements the basic state employment service and employment search orientation sessions normally 
avaiUbli. The workshops include provision of labor market information, development of job seeking 
nupport systems, resumes and interviewing skills. JSS training may vary from about a week to more 
•■^tended programs that include "job club" support techniques. From December 198Z tlu-ough August 
1083, special job search skills workshops were attended by over 800 laid-off employes at eight 
locations (Table 6). 



Table 6: Job Search Skills Training 

{December 1982 - August 1983) 



Locations/F acilities 



^An Jose Assembly, CA 

Detroit Area, Ml 

Rawsonviile/Saiine/ - 
Vpsilahti Plants, Ml 

Twin Cities Assembly, MN 
Sheffield Casting, AL 

R'-^uge Area, MI 



Employes 
Attending 



15 
50 

150 

zd 

120 
100 



Service Providers 

. California Employment 
Development Department 

Career -Worksi Inc. 
Jewish Vocational Service 

Univirsity of MicBganj 
Emplpyment Trana. Prog. 
Washtenaw Comm. College 

Inver HtUs/Lakewood CC 

Muscle Shpals AceA Adult 
and Comm. Ed. Program 

Uniyersity of Michigan 
Employment Trans. Prog. 
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aPECIAL NATIONAL CENTER ASSISTANCE FOR PLANT CLOSINGS 



I have mixed feelings as I disctiM this next itemt Fm proud of what has been accotnplished in 
establishing and iniplementlng comprehensive, integrated and intensive action plans for our recent San 
Jose, California, and Sheffield, Alabama* plant closings action plans that include all of the programi 
Vvtf just mifntioned and more — but obviously, I would much prefer to talk about opening new plants, 
returning employes to work and hiring new employes. 



Assistanr:-4 tOr our employes displaced by plant closings in terms of income support, other 
benefits and intra-Ccmpany placement considerations traditionally has been provision of 
Collective Bargaining Agreement and has been administered locally. Now, the EDTP juid the National 
Center provide special assistance to the local parties with respect tc career guidance, outside joS 
AvATch and retraining matters. -The National Center, through on-site consultation and liaison with 
govemmenta] acd community agencies, has assisted the San Jose and Sheffield plants in the desi^ of 
their approaches. Exhibit 01 gr^pMcally displays how all of these EDTP elements come together in a 
sample local program design for laid-o^f employes. 

In addition. to direcrly fa ding particular features of local action plans, the EDTP Program has 
been bi*npficial in allowing us to join forces with external resources. The Program and the National 
Center have helped local unions and managements obtain assistance under the Job Training Partnership 
Act and other federal and state dislocated employe and training assistance provisions. External 
conmittnents for monetary and in-kind service contributions of some S3 miiiion have been received 
ffither thrnugb ac ' the Centi*i directly or through local parties with Center assistince. More 
than S2.8 million of th, « . Tids are slated for San Jose and Sheffield. 

The local EDTP Committee at San Jose has aggres^vely pursued a full range of assistance 
programs for laid-off employes. By ntiw* every employe at San Jose has had the opportunity to 
participate in at least one education, retraimng or counseling activity — and many ha7e participated i^ 
more. Exhibit IV, attached, provides details of our San Jose experience. At our Shetfield plant a full 
service Reemployment Assistance Center (RAC) has been established at the local UAW union hall. ]\ 
number of employe development actions and training progriims ar^ currently operational and others ari 
in the planning stages (see Exhibit V, attached). 
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FOCUS ON THE INDIVIDUAL 

Hopefmly this recital up to now of program configurations and statistics has not obsciured the 
real focus of all this activity — the individual laid-off worker. We believe that none of what we are 
trying to do makes much sense if it does not contribute directly or indirectly, immediately or long- 
term, to enhancement of an individual's personal and work life. The basic goal of the dislocated 
worker is reemployment. But, not just any employment. Dislocated workers, especially, may feel the 
system has let them down. They want a qujUity job — one with dignity — one that will last. Whatever 
contributes to achieving these goals has some utility. Retraining and related activities focus on 
individual qualifications* and consequently we have found that we must be very careful of the human 
needs and expectations that we deal with, aiid we must be realistic about the limits of such programs 
in times and places of very high unemployment. 



Our Program intake rates are quite high, we understand, compared to similar programs. This is 
attributable in my mind to t&e joint Ca^^pimy and Union concentration of purpcsej the dedication of 
our national and local management, union representatives and our professional staff, as well as our 
working with local community resources. Yet, perhaps no more t')an 10-^0% of an eligible population 
will be impacted by these services. Our intake i« generally higher in terms of counseling and job 
search assistance fe.g., 40-50%) and less in terms of lengthy or difficult vocational r-ntralning <e.g., 10- 
15%). The percentages, as expected, are normally higher in plant closing situatio.'^s where employes 
recognize cieariy that there is no prospect of reemployment at their former facility. Utilization is 
obviously dependent on the extent of empioyment opportunities and the level and type of unemployo 
roent in a particular labor market. Utilization also is influenced by attained skills levels, by personal 
mobility, by family obligations and income avaliabilityi by individual characteristics, by the time and 
effort necessary to upgrade sKills, by an individual's vision of the shrrt-t<"rm versus the long-term in 
areas of great uncertainty, aiid by a jioflt of other factors that have been discussed In perttneiit 
literature and thr.t are borne out by experience. « 



in other words, retraining and related support ia not a full plate. It is only one part of the 
menu. Even where it Ik practical, retraining and related support will be only part of the soluMon. This 
is not to suggest that training and support activities are not {^ip-^rtint. Indeed, they are. But, a sense 
of perspective is necessary to avoid fal»e promises and false roufts, and to promote success within the 
limits of what can be accomplished. 




172 



In our CMC* we wiU in«>m»iir*» »"czzz^ *»w ^ ' .a^-s. .'•^'{icators: - a " cd« the 

quaiity of job», duration in new empioyment, "'end o> re-entry/ traio/u^ » • . tnd conpletedf 
partiripant testimony knd independent evaluatioc. But perhaps 'oe utr-'^ur*- c/ .ucceM should be 
expressed in less statistical and more human qualities — t>v» ^ecsp jI •r'cr'i/mplls^ent in attaining new 
skilis and reemployment, the t)'anks and hope of Indivi-Uiais and families rekindled in themselves, in 
their society, and in their institi ons. That, more than an>^hing else« is what our Program is all about. 



With respect to assisting the dislocated worker, we plan to intensify program availability in all 
the communities in wScE we operated My own guess is that utilization could double in the next yeur. 
We also will be striving to improve the quality of the various approaches, develop new oL^es where 
needed, enlarge the network of 'Community and educational interactions and arrange for an evaluation 
of the total effort by outsidi* observers. 

We will be extending our development activities with our active work force, both to build up 
skills to meet Company needs as well as those that may be useful in the economy at large. Here again 
we will foctis more on what individuals want and not on what we think they should want. We will be 
operating porticipatively through local committees and will involve local institutions as appropriate. 
One interesting pilot project currertly being laimched is an adult basic skills enhanccuient prograzo 
(reading, math, listening skills, etc.) developed with the Dearborn, Michigan, public school system and 
a private firm using competency-basi: { approaches. 



THE OAW-FORD MODEt. 



The UAW-Ford Employe Development and Training Program is clearly new groun^^ in collective, 
faariiaining. It is new in terms of: 



The people it services — not on!y active workers, but laid-off workers — many with little or no 
prospect of reemployment with the Company^ 

Its structure — a jointly-governed National Center with a qualified profeitnibhal staff to 
■develop and nurture program goals, aiid instill a sense of immediacy and urgency to move, but 
only as local committees and laid-off employes voluntarily agree. 



m 



Iti focus — on local program a Initiated and adminiite.-vd by local union and plant management 
leaders, the people who are closest to the human problem! and Have an emotional and 
organizational stake in the outcome* 



Its outreach to the community — seeking the assistance of aTailable educational and other 
community resources in delivering high quality training aind development lerTices* 



^ While the Program already has proven to be of value to tiislocated employes and no doubt will 
continue to be in the years ahead, it ^o represents a unique and valuable contribution to labor' 
management cooperation and 'oint endeavoM where there ia cJear mutual interest. Local union and 
manag>*ment i "r.dership are key elements of our Program. The people at the plant level are the joiai 
initiators and /*ie catadyst for designing ard implementing the programs that they want and need at 
their locations. Their rMponsibiUties extend beyond adaptation of national parameters. Coca! 
interests, suggestions, needs assessments and diagnoses 'orm the baves fur free-flow exchange between 
the \ornl \>aTU^» and the Miitional CeiiteK ^ 



The incorporation of the National Center as a separate legal entity and its joint Governing 
Body have a iecidedly "new" flavor! Unlike p.wc other programa and bargained joint boardsi tb« 
Coveminii{ Body exercisea considerable judgment within the gtrneral parameters of its charter^ it can 
freely establish specific plans and programs, modify them, abolish them and reitllocate funds from one 
approach to another depending cn need and circumstance; and it can make L>xceptions and 
i»terpre*ations and need not be bound by old and inapplicable provisions. 

The pr;>grjims (discussed ealiier tn this testimony) wHch are now in place, were never 
stipulated ^ such i^ our Ag^-etment «<rith the UAW that established the Employe Develo|nneot and 
Traimng Program. Th«%7 were f j'~ihI6n«»d jointly after the misotiations, after a review of problem a and 
opporturities, within a general fund, with a variety of needs «iid constituencies to be serviced, without 
lispoied detad'Uhes, with belf-chosen targets, and with fiill prior recognition that not every employe, 
union or Company interrst could be fully satisfied. 

Can this Proj^rara be a pattern tor other companies and other unions, and for other industrSea? 
Ves, And nr.. They will hi^e to answer that lor themselves. Soma companies have large numbt«rt of 
unions reprebentitig tLrir empl.syns, mnd some hiive lio representation. Some are (n entirely dUfe>ent 
businesses. SkiU\, b^sic competencies and individual possibilities cover a "^ide spectrum, bbviously, 
the UAW-r brd approac.': ^^'^ rooted in our own specific experience auid circumstance. Each company uad 
each union will have to assess where they are, and wbere tbey might be able to go. This ia not tite kind 
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of approach that cwi ba atendied. It pvmlta aad foster* chang* aad do«« not ju«t react to S^. &^eed| 
Ford and the UAW tbciOMlTea may not fully reaiiie their expectations and their goals. Economic 
forces, in particular^ nay be a limiting factor* 

Certaiaiy much can be learned from any ap^oach. We have itudied btfiers and have learned 
from them. We «r« willing to ihare our views and estperiences. Otur whole approach mcy not be 
germaner but aome portions may be adaptable. A^d the spirit certainly is, 

COWCtOPIWG OBSBtVATIOWS 

c _ _ _ _ - . _. . — 

I have concentrated oh describing the Ford-UAW approach to assisting the dialocattd worker 
with respect to retraining and reenployaent services. Many of our program fvaturM are not utjque or 
unusualr of course^ but we believe we have taken a new approach in the overaU packaging, tlia spirit, 
the caring, aad tte delivery. ^ * 

Beyond this, of course, there are broader Issues reli^ng to employnmt creatioiit taxation, and 
other public policy approaches intended to promote a healthy, prosperous and dynamic economy. a 
full empioyaent situation, the contrat'ol our approach and of measures such «s the Job Training 
Partnership Act would no doubt have a different focus. And if jobs went. begging because of a dearth 
5f skills, entirely differmt measures and incentives would be needed. Experience over the past year or 
t«o suggests that even if all our displaced employes had advanced degrees, many of them would not 
Have fourd qualilying employment. 

Despite what some advocates may otherwise imply, the plain truth ii that job availability is a 
far mere critical factor than retraining for ameliorating the current loclai problem of wmker 
disloca.ion. True, trainlhg has a plar , and we should and will cjntimxe to do what we caxi to assist 
wiiUnp, individuals along the painful path of job transition. Though the entire structural tme^pldymeiit 
problem cannot b» solved simply by retraining and related services, much good can be daxkc u^d manf' 
individuals can be helped. We therefore should not be de tarred because we have not found a uni versa! 
solution. I submit that we never will, and that we had better concentrate on doing *^ c^^* 

Retraining may not be a full answer in a depressed economy, but it has an importance in its own right. 

Dbuglu Fraaer, recent retired president of the UAW, summed it up very well last year when 
we broke ground for the National Center: 
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•Two or ihrmm ywar* ago I wouldn't have thought. t^i« 

you learn from adversltyt you learn from tb« difficult timet you go through, and 
the iong,ruD that's going to benefit everyon*. 

*there'a a lot of fru»tritlon| d««p«ir and iufferlhg out there by the unemployed 
proplv ... a lot of agpoy. . . . Maybe you have to experience It or be close 
enough to feel it to really uhdaratand unemployment. ... It occurs to me. . 
.rha'.. hxd we had this program in place a few vears •Ho, we might not have 
«>liminated the suffering and agony, but «e certainly would have eased it." 



Before closing I would like to cite a few remarks h* former Secretary of Labor John T. 
;•ll^p at a national conference of Ford management and UAW leadi»rship last Sept«n>S«r: 

*rve aiwaTs thcnight training to be one of the untapped, unwnrktsd areas of labors 
management relationships, and I am pleased that Tou are pioneering this joint 
rommittf>e in that particular wiy . . . , 

'Training is vital to our country. We talk glibly about ;eritaliiing the American 
"lonomy, about reindastriallzing Americans, and yet thv need to develop the 
humin factor; at a whole series of levels, from the lowest through the 
m^ageriai skills, is clearly one of the essential problems of our time. 

*. . . What you are doing, particuiarly in the training area, constitir^n ah 
import;*jit experiment and an important work which will be of enormous ir.i^rest . 
. .to other labor and management prople and to public policy." 

Cieariy, •« must not, despite the problems «n3 the uneven prospects, jet up in any way 
in our efforts to help those who may benefit from such help uid who are able and willing to hejp 
theffisrivM~ We must exercise a healthy realism, but one enlarged by constructive optimism. 
Together, w* can make useful progrr!!*. 
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1982 UAW-Fdrd Dbemneiits 
establishing the 



UAW-Ford Employe 
Development and 
Training Program 
and its 

National Development 
and Training Geiiter 



^7 



During the l9(l2 UAW-Ford Na t i_o_n al_ N eRo tj a t l_qn »_ the _Co m pai » y and V nj on agree 
tf> a_np_w lqinj_ venture a yenture *l?___r?y!l^¥_*l°"_'*'"Y_^'} '^*^P_*^'..*^.yT'.*'^.'*^ _ ! 
character, responsive to the personal and career needs of U AW-repre«fsnted hr\ rl 
empioyes ol" Fot a Motor Company and bcnerlciai >o the mutual goals of greatc 
joh security and increased competifiverieM. 

Thr H" .ic •Ipruments that launched this venture are reproduced here fc 
•ifoffn vion purposes. They ii.c'MdL the Tuil Letter of Undrritandlng whic 

rs* •>>iis..r'l the Employe Development ind Training Program and the jdfntl 
•^lrp^«i f reA National DeveIo^»nent_iuid_ Tralnlhg CenterL the attachment to iha 

t-f-^ a related ex<:ie!t>i J^J"Pm_-the_1982_SettJemenJ__ARrjPcme^^^^ detail 

t^.- im .ing arrangements for the Program, the Center and its activities. 



J5siied_by 

UAW-Ford National Derelopmetit and Training Center 



Joint Govcralng ^- tf 



Hoaali.! F. EphliTi 

___UjijQn_(_ ^^Chairman 

Dan Forrhion'T 
E. C. Hendricks 



Prter.L.PMtillp 

Co mpany^o-Chai -man 
John E. Reese 
Erri.'^st .t. Savoie 



1^1 
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Kphruary 13. 1982 



Intern. !!-n*' •men. UA'H 



rtrnrnt 



tVirirjK Jh» r jrri-nt. nrKr.t>«.tio&3 .lhi^. Cfimf^t- jmd ih* . U AW igr^f^fl to f^t^bllth « 
i-i* ;■• j,t1tn»niv;rri»i1, i>mprPhf nsi"*, n*-w . m-loye D:?Tp(rij'i. it 4nd Tr«inin|{ 
>_T '^T*Tp. «hl^h w _■• ••■_'»r_t>:» "n.tr'-rvtl .0i_Lh»-..*-.tap.io»irt, ir.; .0 " -and -timpiyiy. 
It--«U1 pr-nnof -T^^'iiirir retraining and derrt jpoiPtit 4c* • :i. •> ,J p/forl». and in 
th- P'-re»» It ■ wi i '^''"J/J*^t«> to thf cojpptitiTPn 

"_>_:._ f>*nT_.-. A*f'?!.i> pifntial to I hp jab "ecuritv. iiprtrms) uro.-th, and 

<l<-»«- t'lprnrnt of ^nff* i- r^jiloyps. 

A r\>V Fr^ffi N.i*:r!ual L^nvpJopmfn t jmd Triinittr r»nti»r mi'i . ^h"^ 4» ■ 

*«'p.ira«" /I'ttin. * Ptitl^T ra j)rp»t<ie ■ fr«:« * ■ ■■r'J.rv 

■'^rvtrr ;: _Vr (in.J»-t ih«*-t*rvpr«l dirpction *nd ^'''^dftncr t ",g body 

■ M^*i»tifin . f tr. ■ nufflbrr rppr 'eniitWpf nf thp I ' . r»,* " . jj 
\«ndrr>tac'^>v i:.<-_.rojnp»n¥_»nij'h^^ thp ( -» , r . « 

Wirt.- r»r<P of —lij- .T'r;n«I, training 4nd rPtr4inin9 -v > a .-vii- ■» f .r.- 

'rn »' r«rti«'« tur th»- r Mli<4tion ^-^'fTlin thPir ippctfic t.. ' 

He ,vj»e fif (liP uniqu.n* ** 4114 scopr of thl." ^oirit undrrtikinX. ir u.ip.Md. LiiiL_tt 
he AfipT('P»j*tP_.inj'_ji>e _ PTit-f-r* aov'rnitiH *odr to pttsblith Ih^ C-ntpr's 
»p^-ifi<- |{^4;» an-l obi».ti*"i <:on»i»tent with thp intPnt of thit le'ter of 
.>n'1'rj: _''-'.'<1 th». le»p' : fun^jTyi a- pt.videi.vr _Jif •tpitler-i.&nt- Ap^pnipnt 
r*.fcruAr*- -13. I* - the partie.' ..^iiri- thtt th« Cfntur b- Uunchpd and 

{1 ' - ■ i - n 1 n 1; • 1 1 h I n ti* TO oti t h» 4 f ( e r I h;- p f f ♦ c 1 1 » • a t e _ of thp w. . Cijj 1 pj:ii»e 
?*/j!4irj::K A^rj'ejB^iu^ _ _ _T>;» -'^/^p• not pi - i-dp. ■. r^pf- ;vpnf»;turp»-bping 
.iiiThorije'i b» f ' »■ r-enter's .\Jint Jto»'rnjrrf bod* for thp Cei^t_»r or .for Cpntpr 
pr"iir4m h^'PO'*" i':'!*;R.thj.| sw-moTitK .p«jri'id ""npirnditurpt may 4Uthori»rrl •. . 
A', n A% The ■ritr r --^ s, .-*y >• functirnitf: 
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Esl«bJi<hjn.rn.t..rif..th.e_Erep_lcite_ Oesr loiiiaenL.*od..Tr«ii)tii« ProRi*® preyiilt.tbe 
piixtt^t " through the Centrr's joint gorernlng body — with unuiuaJ ^ L<.'tunit4«i to 
<i •»elop *nd_tasjp1emont rnutually. •jgreeable trilning^ ju«J educat^i^^^ 
Ai":vitifr* will fork-k on thr tti;?d>-of aI} rmployei and will include ipecific efforts to 
**iure Uninn * ' /ep^'^nt^t'"** *'* p*rticip<it>Te, 

I cMjp«Tj jKe. j.'T-hrjqujei .la-i .cxmcepXi, In. Wduioni. trAiningi^itdurjiXionAl-courieA c&a 

'jr mAite iv^iUblf to .'Pgr Adr/ihATppn pm<-Qt jcrU »kHN, provide updating oo the 
*t.*t»^-.pf : tSi:^-*rl tf chn: ^i.-y fc.r _»^U.l.';d...*i>i. _l*^™i.»KiU*d_*roiLlpT*» bued on preient 
ami Anlirip4tr<l jnh rrquiremrnt* And improve the Job satiifaction und perfornan^e 
of »n rmp..>y«*». 



h It uii.tTttood' thAt tbii ProgrAit) will :\at r. pUr-e thr CoRpanY** nbtlgation to 
ptatLlr J.hp._tjr*»jning ifxectiledm_iii»_Cfijif?tiijif.e. Hu^iinljiK AgrpjUDcni AiuLleiLeri of 
un<{T it AndinK (^'K-> *pprent^rr-tr»minili hrnhb and »af^y rrpre»entative»' training, 
*¥ ?.' •■ 'I t r sdea t ralntng,^ _et c.l . _ Furt hert e> tablUbm e nt of t he Prpgraep_wi!J npt_hnr._ t 
th" T-it^hl of elthrr party tn provide educational and traini'ig program* on-lHe lame. 
•r: ..AT or qth^- iubjf>clB ai It ^ay d^»m *Ppropriat^. Fio'Hf, the Grievanr 
^r. s n_,l\xTB-*Ki liri>r-m-Af-Uri«-VIl of _thj"- C jUective-Bar- iir<- AKTr<;m<'ni bai ■ 
i:<I<Im a ion to, or <uri>diction over, any ma.ter rrlating to ' 



!• alvo .(({revd -''tat tlie -attachri (lei:cri)..'3na ot < -incipal 

• j--funrti«in!.r -g«»epai-dM«Jopioejvtal pha*\j--aad--'.b*-_rfu-^ u- ^-^j- -i; g 

iy are an integral part of thn pa: tin' undersf and' jg with 'c , .« < He Hrr ar.. 

"S" partir* peeogniz-e and intend to fkihinn an Empli ' • Jlrvelo jr.it and Trai.-iiPi; 
I'rnj^rani whir^. will provide, _added_ Impjjtua |uid qng'^Wi^^^^ .l." _i'.'^'']Tr 

ptnpl to- a - Fjre-at'jr -degne* -li. rel«-»ant -^rorkplact- -T&af-ea - ^n-^- to i-aipro»e 

workiliir. AIb' , It can rnhanca occupational and work group ■litli thereby 

cfinttLbu.Mng- gr-r^t£r _4obL-^tcuclty._juid___caizLpeJ]tivjeTiets: proTtdJ -rinijloy^J 

opportunitin for carrier and pervonal development; atimu^ale and lUktain employe 

£^Q^rJ^uti0B• tV(>u^h _rorajpun>c:.aUpn^. m J>t tejid|wce and work 

habvti and inter-greup r<;lationahipi; support mutual goalii of ^chi«ving-th« high««t 

product <iua!tty ^d upf rational^ c^mpetitiveneikj^ kUpport and ^ncoi^ 

■ mpioy^»; im] <:ontrihiit« m a focaj way to the partiei' Mutual Growth Program and 

goal». 



Very truly your». 




I.Vjor-ReliO'onk Planning 
and E m pLqTM P '.'1^ * 
Labor Priationft Stt ff 
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Att«rhmr; f • 



Tlw f.<l!i ^\-n''-A'.\v A"\i t]\'i' tn" Kinplnv*" T^fvi-lr^pr < it and Tr«ininn Prof^rmm't 

jif 1.11. 1 1 ..'1. ..•^t'"_' '_'y 'a', f!.'?^*^.' I p. [<^.' ..W_^''*'/^^'.'T'J.. v*"™.' p.'i . .R?».rr<.' 

r'-,( .ri-..>ii)i , ii's »i. I <4in' tioc*, k;f Tct<ii ili-vi'InpjniTi* -<iii.l t^i^ -ro'-^ of Ih"- jcint 

^. pv" riiinii • 1 V. ■f).'"*'" rt|'I uini at^ int fn'i^A t- Ir il'tj»trdilivr •nrt not 

'•■,»(iriiv 411 JJirJ.i»t«r,._Th«!V U}.»v Jbf. r^-Vi«»«(1, 4«iii#'i tri .ir nfji-'wi^^ mmilfl^d a* 



(I I'ri<vi>ir iti>li*tilii«t And ^ruup lrJiininK< rHT»inin({ •ind ilfv^Sn^j.^irnt *1 
"fiportuni'i"* In ^nhAnr^ dignity And on-th#;job tkillt and «bilijirt of 
^mi>! 'V^» wi.iiLh r*n (•■•rt to ^r^at^r )nb i^cupitv mi\A p^r»on«l (i^vfiopfn'-nl. 

r>"lr<iifMnB An>l rf«*vrlnpm^rl dt«i«l«nrr for -•■mpltiv*^* »litpl«c'd hy n*"* 
fwr^in-'l'iiftf-*, n^<c pn >•'.... lion I erhniqu^i and «hifti in cuitom*r product 
prr irT-.n- .^vml^T t^ZiiJr.'-\ urcuild i-T-AUiiWiikno tot j'.rtiiUii^f ff* dltplccrd 
J r'»iill • f f^i'ilitr 1 I"»i*'K5 iintinuant^* of operation*. 

Mi^rnir^. »ii\lJ»in j»h»1 ^upjicn V'ic«l j»nil - n«fon*I Employe lT»ol^f emr^ r 

fiPJirrh •ludl'-* In n" t>*rh*' *»d nn-thndj- It furttmr Emplove 

;n* -ilvi'difni and oih-r <,t>op^r«livo •■ffort* bf-twr^n th^ <'<iti.;ianv And thr 

' yJ•\\)'^'' .•^i'PrT\)}n U'!\ .(rr. .'.^.j^ . '*?!.h*/'R.*""'_ Iflr-*.*- innp»«t ifint j»ith 

r-.piprt |c> Kniplnv^ il^»^!r>pm^nt «n.1 tr«ininK n^»*d« wiihin Ih" franinwrtrk 



' ; n I K » r J «: n : i • re k y f -i .n v f in v< , vk ^lHNT_(>.n 

'f, f >jl I ilIiriK il» rn»|i. n»t» ililv I.i '.ri'vj.It- dr v«'iopm«'nt ol op|>or'iif.n If »*■ hAftc*" I 

; wiih tf>.^ rU:i 'n.»; rf.ir.mUJf," on Tirriilnv^* inv<.!v.irj .-nf ili ' ET^ fi»ip 

1 f-l.in fT"« KI c M^rrpts <,fifl ■rpcfi^rh*'!, <Z' dfv^lnp n^J t fchtll Mnd pilot 

;ir.'i«- TV, .ir.ll. .l-'_*rrAflt;p t-nz. j»n J _prov.ij(r_-iihi-_r..».cr¥ij M_«nrf_*i4i«t*nt\^. r«iiifMj.^d_ by 
' .{ a\ ::i KI *t^^rirn; iumttiittP^*. Wiih rfx^frf w Ihf II-AI* r-urd KI pr'Tfsi. th^ 
_>j.vr.'!t: > il'. -iij riii__!!ir''.':.ti(!n__*iul_v3ii.d_fli_nr.r.(^ f" ibf Jil^'.^. *rA. "lH cpjuult «-Lth n 
r«'Hui.»riv. Th- ' Vnt^r ni*v ipc?n*or jitchIit FI f 'jnf nr^nt an'1 .-min«r» to (xnli^ 
f .f,,. h^nt.- I f^pTfrti and informalioi t » a**ur ■ continued Rrnwth Jind 



• \M . (■ IT- I' r I ntinr .<f M <.,|prMJin'1>n^_<in thf t-impi -v^ n^»^lorin^nt *nd 
: . '■ t iT> t 't- i ; nt.r„ ,rv H, \'^f 1, 
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v.»ii .iili!iirii%tf Jtivf pfsTr.'l.u.f'.ii. ■'prt./.I.'K'l'A.J'iy. cl^'tiili of thr Kmplpye 
{ . -i' ,riil Tr riir.j; l'r<.('r.i(n u ilM"*- %i»lvr/l tiy < hf C"«*nt»*'''* Jtiinl nt.Tt: (Ti.nR 
i^,.' if ..;r.in)'« >-H'rt\ .itn' fsnur ^^t liM t.ikr into i»n<>4«T.it»on: 



i.t»M.tilvir,,; ."li*. rtltrtri, tr.» n»: ; 
\ ■•f -ttynii L .itiiiJ'-.i'Mit \. \< i a] 



)'1 rftr.iinifiit ri'i'<\> I nc!ui|inf;.tip<latini< on 

hv iitilt.inK t'Ariou\ »nurr«'» tiurh. &k 
npon*. %tu<> ••<k, iii/vi v%. rr»r«r<,-h jimlj 



i'U"ntitv:n».; 



rMUr.ikiint; f-mplovr- particip^tlo- 



rihn.if iTi^ ii»r of ^it^tint; re»t'urcf* withjn-lhr C itntvany and thr UAW tr 
whrrr fr.jT.iblr, m m-**linK rtnploye rrfurat' nal/trArning ne<?<li-, 



ni.-r;i.i! ^n.l riirrn.il r 



til Jrlu'-r rrr\'i\rf<l irAin'nj;; 



ti-t>»Fniinjnft- thf Irvrl .wid tvyf-c-.- educ jii/jnAl,trainin};--.in^ r^raii^mf; 
i-i«i*t.'rirr th-it 1* «v,iilnblr and '^ly br proviilrd tu <iisplnc»<i rmjiloy*, 
:> :i»n^ini; im tm-j*; n.itrr.in. w.holr or Jji._pjitl_.lujtipn_f"i_»L» And f.r«*3 

>r 1 . iir*"* 1 hAf r nni r' nil t ilirt-rlly to rnhdncri.iK t^"" ♦'f- ploy ability 

M l !i rmjiltivi'*; 

n.tii.:<iinir.k; <ini.ir( with CnmpAny Ami UAW firM nri{ Ant zn t i oni ti. pr vide 
riMtnlitv f.ir ■'^f>^Jr .m Jind promof pjirtic* ..ion, 

5r"m[._t;ni; .'^P.d_ i>j _-'lii:i I ipR. ih.r. Vt.^rj! . t'_«,nin}{/rduc«_t^^ to 
■tii ij ir.i>;'- Mtr isr curntrurti v un'IrrtAkii that *f clriirly in the 
ni-T- t "f t*^" priv.if *rr(cr wrll ai tk*" puhtSc »rctor: 

Ti.'f ,,; bijjh-'.rv-l rti •'ifn:ir, p^cif f i%inn A 1, (jovrrnlUf nt. labor »nd indu»try 
'-^vr* --' *tfil to th* Pri>(^r4m'« obi -.-tivs 



31 «[> ^ <• ITlrJlt 

ii tft %ttidi«*»- And 



rirrh *rti ',tle» (both int«rri«4lT and by 
of mutuail inJrr.r*t ^P'^.A-'PPPrt^OT''. r?..?.^* pirtie», 
{ifd by thr N«lionjl Mut>tAl Growth Forura; 

r i«lii>i\A]^nAlinnAl. _r_rKLQn«l _*nd_ lov r o_n^^^_*•ncel,__*orK- 
' »nd \p|ninAr> to promote joint roop-r*tiv^ efforts and 



irrvtnj; t.. a- iid njmrv capiicitv t<: thn*r JorxtlrnA which itiav br intrr^'itpd 
n *••ttln^; tip th»* r c.*n trxinmit f '*nfr%; ai, \ 



I - »nd couni •! 
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PPOC R AM PKyEL Q PMENT PMa"> S 

a^tfltlr* will pvo]v<r 
k;r<irn'i i'h^itpi w<iul<l h«*t 



o I |pntifi(.dtion of «rnployp <ini1ividu*J «ni1 ttTt'Up' *'.1iir«tian«l, training and 
ftrainin^ nf<>>U »n<l cofir«iin4iion of eclurationrtj 'tr^tninj? r»»»ourr*»», 

" ?t«^r?Jop_cn.'^nt . _ j?r^kir*!tJ.». Af»>gn*«cl in rm-At tbo*** empioy<> nrfdi, not 
.iclrlmifrrl by fKittin^ r<*koiirc<>«. 



coord »n->ti-on of fnnjm», »*»iDin tr% '. " - rl- il. , : t-'T Ihr rifrh«nj{«* of idfAS 
Anil cnnL'rpti, iinrl 



o rr.nnninjnn of apprapr>«t>- ■ . i- .;, ni |r. i.n :.'ri ^Vr itudiri to tdentify 
n_r^J» .V^ inlutjoni tn fmp; ■ " ■ ■. ■ I' jiri)"-!); ' rr^inrng isiu<r« nnJ '-thrr 



.1 < w NX r ntnc bod Y 

I'AW Afifl th<« f~(.f,{>*ny, wiVt prnvitt^-gfr.PrA] ilirrtli»,n wid K^irfAJwrr to and-e«t Ablish 
PL'*''yX J^r_.yA^ ^'■'r/^..Ni»_V»_ri_n«l_ DrvHopm^nt »nd Training Crntfr. To aiiurr 
i;ipcjir-'JJ»'*'- it«J»o& -with -thr-limpicv'\t4 4ij»^^ (Eti procevi, U AW- and-CoEapAny 

mi-;:ih^r» of thi* NAtxin^I Joini Coronuttre on Eropiovfr In vol»*'ro«nt INJCEl} will 
yry : a tV iPint Kovrrnioj; bo<iy._ Jn_«ililiilon. thr_.Dire«nr_oL ih^.-UXwi NitUj^j 
{-.ircl I IfpArtmrnt ^1 J thr Vice Preud«il of Forrl'i I.Abor RrUtlons Staff ih«ll 
*PJ^?IPJ ._.'?r . r*iy''.L "\'r^! ^'r'' pCr*n^ ^t»tp »*lt hin_ or . nutrith: _thr»r rr*pec?i»r 

^Tf^Anir At ion» wmb^r* of- ;>ip loint gj--'' -r« ■ f bndv, Appoint'opntt to^ pr.vrrnmR 
b uiiv rormbfr»h>p will \ir m»Ae no latfr than oO dnyt aftfrr the « (frrtjv* datp of thr 
nrw (~('lt»«rtl¥r B«r(^^inlni{ Agr»«»»rTj»*nt. / 

'^f --'h"" iii' iaI, rr*f" --'-*-i*?'JAl'^* ^f th*r Ro.yfrnjnR body . w.UL br Jo irLrct -4_n 
pA«Tut>vr Di.fctnr to m»n»K*- thr Progranj jifld guidr- the (i«y'to-dAy 

f!P'^'^L"'"*_-'-' y^.r 'n!*_'*J -C"n*i«t pf four prof »^.**»on«i» 

Ati4 twr -ftill-ttnjp •upp'^rt ^fr^nrine-l whii?p appoint men t "• ubjfct tc^ Apprcval by 
t hp Rtj /TninR body nn ri*r otu mrndatinn f r\>rn th^ E«»*( lJir»*'"lqr. Thr Co 'pArty 

Arvd/jii - lhr_ UAMf .^iJJ.^ravidf _A._rr jjinnAhLf?. AmKMint-^. i'>R«U j«'-.:jimnJii.B .ana- other 
profxnjwAl »»T»im tn «.MIit the joint t(n»»*ininK hoily. Th** Cr.apAny. upon r^-t ir*t 

--^r-^L^Tf- r'yir-"- -^^ '9 - Prpy'^i'* -•ij'_prop-rL*tr O-thrr _ 'frrrirrs - thAt fh^ 
C^nrnpdiV hA« or rAn r^A. liy oht tn. nn a rrasonablr, mutually Agr^rd-upor :n«; 



Dnr v^ar Aftir th«* Crntcr hA« been m operation, n^ffmbpts nf th»* Jnjnt j;o»^rninjj 
nl V * 1 1 J mr r t_ . p*"' Vc/tl I V -to «*»**-**_ 1 1 1 ? Pro (! r a m ^intl _ I Q d_r t r r m i n e_ » T _pro^r ff ii 
t. .'K tfli.V -tuw. (1 ArcomplishinR -it ft p'inctpal -ohjrrttv* ^nd tVe nrrd* c- the 
pf«tn*» ar«* brinf; m»>t. In liRbt of thM** '■Pn*ii)rrAHon«., th»* joint f ovrnintf boy y 
-rrnv d**cjil** wtiethT- th** Prn; r-vro •huul'! be continued, mo<lifi**(i dttcontinufd. 
Thf joint KnvfminR body otav >• »'ir:h tjm^ or j* Any tim** thrr**Af t»*r '■.z "^'"ua 't 
a^''*^*'-'! - iipriTi .t_!\>«* »iirh artir>n j4 -nviiird 'n '^i* S.-ttl^m^nt A?*'* i**nt d«t**(1 
Fe\^T-iA.rv 13. nP2. 



ra Attert. 
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SetUcrncii! v^^rctrncnt 
K\ccr[)t 



Enii>l t-iy»' Ur vpln pinrn* i nil Training Pro^rjin 

Jn rdiinrction with the ■«cw Hinploy* Devrkipment and-Tr^ininK t'roitp^m a> ^ritt Abluhrd an 
? A'J 4C h»^ lrttrr_t>r_und«fP«t_an4ing»_th?_ C^.9_™P*?\Y_*AM HrKr 

to hv»i centii (SO prp hour wurkcd ^uminrncin(^ wUb thr-En»?c«»-v'^ D«t«j-ot-th*'-nrw 
ColVctlvr B4X|{aknlrij{ AgrcAinrnt to fund ihe PpoRP*m, thr UAW-Ko»d Natinn^l 
IM'-veU>pm*Lnt-AD»iTT«iJimgJ^^ntPf jnd Jit*-aciudiir»t_TKc*r.tund4_^^ bookiJ. li thft 

rnd rif ftch cUmvii rul) month in aji Account dRtignatcd lor the Prugr^m, I he Crntrr and 
ilT iicLivUie»jt Tbft_CrjU5p'j.io.int_jtpye.pnlng bodjr (op i\t fi«'«iiin*tffc!.pr^pr.%rnM? 
duthi>pu«> iinil Appruvr rxpr.nditupfii and prccive thr nrceuapy- funds to br bUIrd to this 
!«ci.'»'in|'__ .}' •_» ?'*P.«RP»"pd ^h'».r5^^*r»J.9/!.\*'Lr_y'cr".j?'?_Y''*_?^._'?y.^_^ an?* '_ 
pppprvntativrjk will- be includrd a< TKpfnditur-s of the Crnt««p at a patr «Rr'T ^ «in by 
thr joint Kuvcrning boUy> 

Jo assure adequate funds mti' available to pepmit ppoinpt implemrntation of-thc Ppogpam, 

thr C.rntrp and j_ts a_cl.iyit.i.ff!i,.it is. aijp.ced. tA"? ^?".™.?*"^^ wUL^dya to thr PpoBPam's 

.irt Duni an amount equivalent tn the monies that it ratimatrs would br bouk«'d duping the 
[»P>1 rl'p'T. tP^n'hi of the Pro>i^ram> ly^ It |s ^ndrPsto(>^^ _thi« amount l* *n_«dyancr 

and dnr» not conatitAltr -op pcppescnt any payttirnt op commit ttwrnt to mail*' any -paymi«nt 
l>y thP (^oinpany to the PpO|{PamS account ovep and abovr the monirs gen«pjitrd by the 
aU(UA-e-at{re«d^UI)nn-iounula<--Thc-ihri;eTl^umtbL-a(^vaArJ^ JiriJI bi;_prpaid_ducinf{ thC-lipsAJ 2 
month* of tlir PpoKPam'a oprpation by offsrtting onr-nintn 11/9) of thr total advancrd 
ainuunt r.»ch month rommencm^ w.r,, «hr foupth ronth .'It^^t the ilate of the advance. 



In thp 'rvrnt the t.'omjpany and the Ui\W, dipertly jp thpoui^ii thejomt Kovrpning body, 
should ajjpt-o to-discontimf^, Jn wh^>ir tt-n piatV^. ih^ i?rutn^nj-ar thr_expipaiinn jia.te.ai . 
th«' nrw C oUrctivr Bargaining AifP'-rir'rnt op ppiop thepeto* thry s'.a)] mffrt tn tfpminai - 
^b»-'-pT^lt{ia^o, tiu!_L':enteP-*nfiiiny "p all. of. it*.ac;Uyiitr>._.jAIt»jp a.r__ oyt^andinK_c!a.i.rD.s_t<i_. 
monies In the account liav»« brrn . '-•■c .ncludin^ tho amount advancrd by thr Company 
J^.tctjWiJL.i&iivct iLnoi _Prpaid .aI..I.h< _t.i:!Ti.r of thr Ppoj^pam>_tepnnnaU^ any .monir* 
prmainin;; in the Ppoifram's account s<iall be di9|insril of in such a manner^!* the paptie» 
ihali a>ttee at thr time of thr Ppo{;pa.Ti'»^tepminatiDn. After dispostnjt of funds booked to 
the account, A y othirr monies t hat-the aftpefwl-upon Jtipmida-in- thV-liMt-papagraph abovr 
-«oulil h.iv»' ppoducf-d (lupinK the pemaininc lifr of the nrw Collect've Bap({aininK 
A(;Pfemi*nl- aiwiL %hali-br disposed of n» (Irti.'pmmrd liy thr partirK »t the tiitir of the 
Ppotj|rain'-i tennination. 



Jointly !2 :"rtic? tod to Human Growth 

and Undc.:»t : 
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Tuition Assistance for/ 

Lafd'Off UAW-Ford ^curl^ Employee: 

the First €^Payme^^ . . • 
A Profite of EKpeiience under t 
Nationai Vc^atTon^l Retraining 
Assistance /Plan 



CENTER REPORT 3 

A UAW-Ford National Development 
and TrEfnins Center Publication 



ISS 



'An Open Letter 



ilion assistemce an :r'oo,:.r.i' feature of the UAW-Ford programs rstgned to 
•! i <ii off eitiployes,'.. Ohi* thps*r proj^rams is the the Nationa} '/'.rational 
iCetra'v/.iv; Assistance Plan fOr :«»ttain employes oh indefinite layotf. ip Plan 
•■ -^iich individuals - ptiriaue self-<»^^ected - formal education or ^s, to 

1 r-».i.se their chances f-^r ri'emplwyrrieht and btiild Tiiture career?. 

This Center r?ev>or». presents a profile of initial experience vith the Nations! 
Vocational Retraining Assistance whlcii was iaunched ir. Au^st 1982 un^' r 

tlie s_ponsorship of the TJAW-Ford National Development and Trainmp -nter. T; ^ 
report is based on a study of the first 600 applications approve:! »'or pa-, i.ent under 
ihe Plan duri iR the first few mcnths of its existence. 

The report V'as.prepared by. Professor Richard A. Hayes who tedchi". at Mncomb 
C'oitimuhity t. allege in Michigan and is also an in'^cpendent Consultant. He. has had 
expf?ri«»nc. in the auton:obile industry as well as in colleges emphasizing 
voratioria! ediicatibn. 

The study reveals that the r.itployes on layoff who pztrticipated in the Plan 
selected a wide range of education ajpd retraining optionsi but they strong^.y 
preferred two-year -vocational education programs offered by locai community^ 
coiipges and technical institutes. TJiese employes tended to s?^1ect a fuU-tim'.,- 
l.o.ad.Qf college courses, with » he P'^J\ paying for aiaout 95 percent of tuition anrf 
compulsory fees. / 

The stu-ly. CdncludCi that the Plan is working out very well. The study also 
suggests that the employes now participatiilg in the Plan have a. seri.6us intent aSd 
a strong motivation to learn. Although this couldn't hxj quantified or measured 
with precision, it was evident from hot bhi*/ the number arid type of vocational 
courses selected by the participants but also from the reasons for retraining which 
they gave on their applications for the Plan. 

Tjiis oxperij^nce is qnly a beginning. We expect many more applications 30 
t-mployes on layoff becom e more aware^f^Jl,.' ^l3n_»_includjng those .-yho now are 
newly e 1 i gi bl r*_:xs 3. res. uJ t Q f its_ re c en t .impr o ' m t^n t s and ex t ens » on o f c p ver age. 
The .v^rning Body encourages local unions a* m am ^^Pir.erts in '' efforts to 
.ncreasf? om pi bye awareness and interest in th an. Not only th Jy.but aisq 

letters from _ernpl6yes in(? = cat.e_the. Plam cart ]t^vi<' siC!nif;cf.T' he , . addressing 
the needs of U AW-represehted Fbrd employes ot of ': 



JO (NT GOVERNZNG^BODy- 

uAw-Fdr>r> natcona;. nEVELOPKffiNT and training center 

Union C',Cr-Chairr\.an 
bar Forchione 
Elvin C. Ht iilricks 




Peter J: Pestillb 

rbmpany Cb-Chal-mah 
John F. Fleese 
Erner»t J. Savoie 
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Tuition A^islst^nce For tJAW-Ford Laid-Off Enipioye3 



A^K VAL VOCATIONAL RETRAINING ASSISTANCE PLAN 



This report is basyd on an analysis oi Ihc first 600 employe 
applications approved for payment undyr the Natlor.i] Vbca- 
tibnal Retraining Assistance Plan. It was prepared- By RicHard A 
Hayes, consultant arid Professor of Business at MacortiE Com- 
rriuriity CbllOge! N> Clemens. Michigan. 



THE 



• The First 600 Payments 



• A Profile of Experience Data 



/ 



Andrew A. Mazzara. Ptv;). 
Lxecutive Director / 




-1 r% r\ 
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W j!*^«^*!^oMhe HAW Fonl 
tmtion assistanci' pldn \or jdld oll 
hourly employes are cohtathed 
/In the pamphlet; 




A copy of this pamphlet was mailed by the National Development 
arid Training Center to _each eligible empt<^ve; Additional copies 
may be bbtalricd from Fo-d UAW local unions, local Ford Facilities, 
or from the National Crnt«r. v 

- - '- - -'\- - 

NVRAP prepays tuition and compulsory feet \of up to-$500-pcr 
year for any approved educational courses anci^ up to $1,000 per 
year for coursers at an accredited cotlege/ \ 
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OAW-rOKD 

NATIONAL VUCAIIUNA[: RETP^AINING mSgIspANCE PLAN (NVRAP) 

The First £90 P aym en ts 

* o. A Profile Lxpor tg cu Data 

Ihu followifuj prufilu IS based on up unalyjis tin; first 6U0 laid-off hourly employe 
jippheations approvud for payment to rutrainin i ::.rid c>ther- educational institutions under 
thu NVKAK Ihu analysis revealed that a "TVPU ML" KMi-»LOYC:: 

o ijelreted a public eommiinity eoHeqe : 



" ^ L nr o i 1 ed i n a v oe a E i on a I eao ea t i or i_ cu r r i cu Lujil ij.iy o_1 y ing e i t tie r t ec hn o I qgy 
(such as elecErohies or robotics) or a busitMjsa-related area (such as data 
prucessihtj); and 

St 1 1] h f a t w o - y e a r_ A sso c i a t e U e g r e e , not i u r ^ a few co u r se s . 

0 riiploy'JS enrolled in one of 3^* community coileges, in ten states.) 

IJotjan studiira with a rnlatiyeiy heayy workioa rj: 

1 mulled for almost a fuU-tinie load of ' ses iri Ewo-year degree programs. 

t lad must of f us/her tuition and cumpulsor;' fees paid far the first term in school: 

KeeL'ived NVKAP assisEarice for about y:j% of sucti covei ^d expenses, 

Kerrtfived little fihyhcial aid from other sources, and ' ; 

l^roOLitjly had CBrtain_typ.es of expenses ( /ch as bnoks, tools, suppUes) which 
□re rtat covered under NVKAP. 

H;uJ oyer. seven years of Company seniority as of the last day workea, and tlius was 
■putentially eligible for: . . 

Iwu years of NVKAP assistariee, and 

Lutal amount of. I^Z.ptiP for an accredited insti^tutiofu ^: ; 

.^ote: bee the schedule on page B for the rnaxunufn amourit and duration of 
covei-efJ payments. 



1 
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Ki'tr;iiriiiiij .iruj DttitT L'llui.HtiormI pruyruiny iJulectutJ by linipioycG cuver*jd a wide 



Iht'it' w.j:; rt jH"L'ferL'(a:t? innuruj tlit' ri i njorit ^jr [by'/o) uf etiiployea for i^Aro-year 
vuf.ititHi.U t'llULJitiufi divjifo pruijrijrn:; (TTimust ull at cumtnunUy colleges) — 
inuiii l.irijfr ttiun the i5';u uf ernployeD who selected fuur-year college and 
ui iivi'rsit.y lii'ijriM.' protjcn'Mij, 

'r'u iicii'iMi'iJ t)nf->i';tr vuefjtimni (^ducHtiori proqialnD talinbiit all nt private 
trade lu houi:;, nujny of whieh nward uertiflcatesj. 

lii 'ii t htf';i' (iun-progriiifi cuurier; {iiltjlf sucli oTi truck drivirig). 

I hi' r' lii iuuiuj 7*li> of ompluyeG cliose n vnrirty of other options. 

i -._ .- - 

l'a>inrnt:. .vLM i' ;il.)pi ov<'_tl f.'?!' .t^lt'il of ^'j potilic ixjinniuruty college:;, of which 12 
<iri' in r^iK-hn'i.in -irul in utht.-r r>latos. 



30-388 O - 84 - 13 
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TYPE OF eURRieULUM 
SEtECTED iN TWO-YEAR DEGREE PROGRAMS 



60 



57 



diLitO TAL 



PERCENT 



40 - 



20 



0 




TECHNOLOGY BUSINESS- 
REtATED 



OTHER 



Thtj iibove data _Qt& fpr.p.ayments approved for employes who selected two-year 
vucational education degree programs. 

W ell over half (57%) chose electronics, robotics or other techricjlcjciv-reiated 
curricula. 

Almost a third (52%) selected data processing or other busirtess-related 
- curricula. 

" The reiriairiihg 11% chose allied health or other curricula. 

Dy- corhparlsori (although not shown above^^. payments approved for employes who 
solected four-year degree programs mcluded: 

AlfTiost a third (32%) in business- r elatec -rurricula, 

A l m o st a quarter (24%) in engineering or natural sciences^ and 

The remaining 44% in a wide variety of other curricula. 
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CREDIT HOURS SELECTED 

ALL COLLEGES 




6 OR 7 THRU j2_dR 

LESS 1 1 MORE 



o Ln.ployes began their eollegis sLudies_wiJLh . rathur. jie^v^ particularly 
noteworthy because most of *.hem were entering college for the first time. 



BHsed on the number of credit hours tunits used by coiieges to measure student 
workload): 

Almost half U7%) started out with a fUli-time load of courses (12 or more 
credit'hours;,-and ■ ■ . ; 



Aitno^ a quarter of emplbyes enrolled for six or fewer credit hours. 



Althougfi not shown above, the average .number of credit hours was 11, and some 
tMTiploycs enrolled for more than 2U credit hours. 



195 




o Lniployur. whu seiecleti twb-ycar vbcalidrial educatidn dogreb prdfjrnins beijnri their 
coilLfge uludies in an especially ambilidus rharirier. 

U9% ciirulled for a fuII-tithe load of coursOa C12 or muru credit hours), 
compared to"4l% 5f th5 employed who selected four-year degree prdyrarnu. 

22%. «itarted out with six or fevyer credit t)Qury, compared to Z^'I^b of the 
employes who chose four-year degree progr»jms. 

2Wir enmnetJTu^^ Tea sO?iVeirr;*t5u:t-tC5.^rT^^ tmost- 
the same as among employes who liad selected four-year programs. 
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TUITION AND COMPULSORY FEES 



PERCENT 
OF TOTAt 




$250 $251 to $501 TO OVER 



OR LESS $500 $1000 $1000 



□ Cj vur two-LhirJs {60%) of urnpltjyes reported tuition and compulsory fees of %'yW or 

1 u i L i Of ) i s . u ( E u f i . I e 5 ji in l*o n i n i un j t y_ co !) e y e y _ th a 1 1 i . o L fie r cu 11 e g i a 1 1; i ns L i - 
tutinns: I his iiffC-cLG the dritu _thHt._Hrj;_ jt;porL_u(K J^^^ 

iV-iIlnqnn, moi:t cmplnvL--j tnay yet payment in full for exponaes cuvered by the 

-p :z. :<\jU]iuUt_ Jiit:-:ALjrrJ ri^purLuO.iuiUon nu/l cu.npuinnrv fues uf triul-e than $SQn, 

fullo^vs: 



I6'!u report If "tbUI to ti,UUU. 
■ - lyixi n'portiiiq luorv than $I,L)OfK 

o /Aiih(M)i.jH r>ul sf.uwn ;itiuvc: 

TTtO" I tlDmalt~T:nnr-rrf---T.aTtT u ii unU i ;omptitaofr"feH&-w;u^-^Lix)uL.$3^Q. ..and tlie 

iivtjrage was clusi? to $4UU. 

h fw prnpirjytv^ receivt'U ediicbtiunal fiMrinuiai Hid from uther souruer.. 
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PAYMENTS TO SCHOOLS AND COLLEGES 

60^ 



42 




5250 _ $25 1 to $50 1 TO 
OR LESS $500 $1000 



Wiifi rt-'yptrct tu iippruvL'd pnynicttts tu schools for tuition and crornpuisury fees 
[t'pDrtrcJ thus fur by urnphjyes: 

74'!u weML* fur %*yi}U ur leys, ;inti • 

2fy'^ were for $5UI to $I,UUO. 

(J .^XlLhuutjti nut shuwn nbovi!: 

I'lc iWfrnytr pnyniodt appruvutl thus far was about $i8U. 

1 hr* 1-^1 <« I tTOvLTL'd upproximntL*!^ 9i>% of the average cost of tuition and 
compulsory fees as ruportod by LMnployus. 

Appruvoci payrTujnts cuvLM'ud the full cust of these items in ujrrmst fojr-fifths 
ut the* i:auj»u. 

1 Tif^ PNiri ddnii nnt"rbver nxpnriTinii rrivatving-botjlcs rifr^ and 
p;ijl<iiifj» rm';H.n liriG pLTsbruil itKMHs. 



IBS 
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DURATION OF PAYMENTS 



YEARS OF 


YEARS OF 


MAXIMUM 


COMPANY 


RETRAINING 


TOTAL 


SENIORITY 


ASSISTANCE 


AMOUNT 








1. TO 5 


ONE 


^$looo<«> 


5 TO 8 


TWO 


$2000 


8 TO 10 


THREE 


$3000 


10 OR MORE 


FOUR 


$4000 



Ca) Lf fectivi! April 1, 1983 



Juf.ition of afiiijiiLiiruM? is baiiotl prirnarily tin tin t?mploye's CbfTipbny seriidrit 
i;.t (.i iy uf wurk. 

[ic rit.iyiiiujni tci[:il ijii>(Hjr>[ paya&lf,* for each yfinr is; 

$t;uii(J fur accn-'dirfMrrulitHyrrs/i^^^^ " ~ " " ~ ~ 

'i'>lJ(J tor approvL'cl uclioult;. 
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YEARS OF COMPANY SENIORITY 




tj Thu «n5ovD 3iita £ire. Dasocl tin payrhentg approved prior to the April 1, 1983 revision 
in the* sDhiurity tablt* (to iricliicie. Ofnployes with Ono but less than five years of 
Company seniority). See Page 8. 



u Almost htrtf C^B%) of employes had seven or fewer years of seniority. Cthe average 

■ waa strvtrtt years.) ■ 

o -■ Ovfe>r U>ir<i- ^>6'ibj-jwci-wtther t»tc)l>t or ommj y^««r«-«od-«l>oul"*we-^i>*U»4iiHk»)J^^^ 

or more years of seniority. 
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SGML CtJNCI.lJliKJNii . . . 

o I M^LUYLS mL SI.LL(JTIN(; A WUJL VAHILIY O LLXJCAT KJNAL r^PTlONS; 

6 IHL MADOKIT Y AHC AT TnNOINc; PODriC COMMUhilTY COLLL(iLS. 

o LMHLUYLb AKL.B.Jf<UUJNL; IHI.U< COLLLGl. SlUUlLS WITH l<ATHLi< 
AMHIIKJUii WUKKl tJAIJi;. 

o LMHLOYLti AKt bl.iXliriNU VlPjAIIUNAL AND tLChlNlLAL LbUCATKJN 

cul<i<iciJLA. 



o roR Mnirr rMPLnVi:*;; UiL iniAN iHU'J i akj^as paiij j-ok h«iAKCY Arc 

KLPoiuLi:) mniuN anu cumpulsuky kll5. 



b IN (JLNKKAL, Uir PI:AN lii ACnOMPCISHUNG ITS OBJLCIIVL. 
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CcrilLT Kf; Mti I MAW-KJKU l.MPt.fJYt. INVUI. VLMLNT: A Spt-cial Survey Koport 



THL.bHAKUNVILLL STUKY: Worker Involvement at a Furd Motur 
Ijninpuny t^lont 



C riiU-r Kt purt ^ 



lUlTIUN .A'jSl.ST ANCL F.UK LA1U-_UFF UAyy-F yKp HIQUKL Y _ 
LMPLUYLS: The First 6UU i^u> riiL-nta — A Profile of Lxperirnce 
LJfider the Nntioiioi Vocfitional Kelrainincj Assistance Plan 



I iMittT Keports tiro distribdtcd to UAW-Furd local unions nnd managements and to other 
Umuii *irid Uompuny personnt'l. . . 



thu UAW-Furd National Development And 
irrjining C^nier Is Lstablished Under The (JAW- 
ftbrd MotAjr C6rhpany_ Erriploye DeVeloprnerit i\nd 
TrairiifKj Progrann, . The Center's Joint Gpyernin^ 
IJody, Consisting Uf Company And UAW Kepre- 
senrntives. Authorizes Specific .Pubiicatians_5uL;h 
As the Center Kepbrt . 



JOINT GOVLRNlNG UODY 



Vice President 
Uirector-Nntronal Ford 
i )epartfnenf , OAW 
LJfuun Co-Chairrnan 



_Pafi Forchione 

Adiniriistriitive Aasistaht 
to Vice Prusj.dent«__ULr_ectqr- 
National Furd Department, UAW 

Livin C. Hendric^a'^ 

C o b "r ti i r» at 01*^6 f_ 

.bp_ec j.u 1.. l-^r P j PC ts , 

National Ford _ 
Dupartrnt?rU, UAW 



Peter J. PeatilJo 

Vice President, 

Cabbh Keiatibtia 

Ford. Motor. Company 
Company Co-Chairman 

3bhh E, Reese 

D.Lre.c_t6rj^^_ 

Union A f fairs Uf f ice 
Ford Motor Company 

Erneat J*_5ovole 
Pirectprt 

Labor Relations Planning 
and Lmpioyment Office 
Ford Niotor Cbri.pany 
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Jointly Dedicated to Human Growth 
and Understanding . . . 



UAW-Ford 

National Development 
arid Training Center 

P O-Jiojt 6002 -- - 

DiMfhorn. Michrgan 4B121 



A^ril 1983 
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liXiiiBiT in 



UAW-FORD NATIONAL DEVE1X)PMENT AND TRAOima CENTER 
SAMPLE PROGRAM DESIGN FOR LAID OFF EMPLOYES 




Ciirf*»r -Day 
OrnTitacion 



Analysis of Vocational 
- Pl4ns/lnc«i^-<lb4-«-'Su^vey.- 



Cfl reer . Counae I i ng 
and Guidance 



Loc.ll/Srace 
Training ProRrams 





— . . Cotnmi h i C y _ -~ 




Supporr Services 



Pre-paid 'TyjcT 
Aufl i 9 cance 



Incenai 
Vocac iqna l Re 
P ro jec 1 3 



Job S.'nrch 










_ lG-Depch_ 


As 9 i s cance 










Aasffssnenc 




Job Search 
Training 



Classes 



General Education 
evelopnenc Classes 



nerai Educational 

eve lofnienc 
Testing Sessions 



.. English as a 
Second Language 



Copyright 0 1985 



1* 
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KXniBlT IV 



SPECIAL NATIONAL CENlTOJ^SStSTANCEJ^OR 
FAdLTTY CLOSINGS ~ SAN JOSE. CALIFORNIA 



Foiiowing the 11-18-82 closure announcement^ San Jose local union ana management personnel 
fortiiuiat«d a comprejiensiv« training and assistance program Available _tQ_ aUJiDurly:«ropJoyea 
impacted by_ the doling, _ Njktional Cemer_ afl««ance_cMe_primaril^^ fonn of advice and 

techawcal _ejq)er_tise in as well as immediate source pf funding for Prepaid 

Tuition Assistance and initial Targeted Vocational Retraining P^j«^»^ Much^f J^he PFO?x;3m s 
success, however, is clearly^ttributable to the efforts ot the Jocal union/nianagement Em^^ployje 
Develbpracni aiid Training- Program in securing the -cooperation jU3d_sul3iLQrt _of_.tJi^ 
s t at e .and _local -&o v.emm en t _ag^enc ijes and Jocal _educa ti pnal ins t i tu tipns . T he f oil q wi ng i n f orm a- 
tion -Summarizes those efforts to date; however, it should be stressed 
training/retraining effort is continuing and its success in terms of employes finding jobs that 
suit them will not be known for some time. 

Ini t ial Ou tre ach aiwl .. ^ ^t Ihoaian ia Provided by California Employment Develop- 




ment Dept. (EDD) 



Activity 



Enrollment 



brientjition to Training program/ 
services, UAW-Ford and EDD 



i,4dd 



Skills Assessraent/In-Take Counseling 



1,275 



Testing for Basic Skills 



1,352 



T*>stihg for English Language Skills 



1,302 



Job Search Skills 
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S-Plant Vocational Training Orientation ScgaioM (Conducted by Company personnel) 



Ses^ioit (Varied from 2 to 10 days) 



Enrollment 



Personal- Computers 

Auto Upholstery 

F orkl t _f t_Op er at_i on 

Auto Mechanics 

Metal Repair 

Basic Welding - - - 

Maintenance Weldinjf? 

Basic Elec tricj tv 

Programmable Logic Controllers 

Statistical Q.C. 



548 
272 
110 
263 
196 
282 
162 
83 
-22 
889 



Total 



2,827 



^05 
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la- PI ml ^ q a r tna y VProgTiW (Conducted by Outside Providers) 

(Viried from 1/Z to 10 days) Provider ^nrqllment 



Financial Couaaeling Crocker BaiiJc, -Emplby«s Auto 140 

Credit Union/Sjuila Clara 
Consumer Credit Union 

Small Business Semihaur JSmaJl Buainess Admin. 190 



Soc. Sec. Benefits Seminar Social Secxirity Admin. 165 



Loan Seminars Ron Reece «t Assoc. 24 

Real Estate Preparation 

Cotirse (Z weeks) Century 21 136 



Arined Security Guard Cbiine Various Agencies 17 

Bartending Ccjurse Santa Clara Bartending School 15 

total 687 



B«sic-«nd Rnucdial Skill* Trainfaig (Provided by California EDD through local school 
systems) 

total Enrolled for 

Course Title Attendance Future Courses 

English aa Second Language 71 0 

Math i- 47 40 

Math_a 53 40 

PrefAlgebra 26 35 

AlRcbra 26 20 

G.E.b. lib 25 

Spanish- Speakiiif^ Job Search 26 N/A 

A. B.E. 1( Adult. Baiic Education) 40 2§ 

AiB.E. n (Adult Basic Education) .0 25 

Reading 47 n/a 

LanRuage 0 

Total 466 270 

^'^^Pyd Tuitiop AjwUtamce - National Center funded prepaid tuition assistance for self- 
iftiected education. 



ERIC 
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Targeted Vocatiooai Re 



Occupational Trainmy 

Mfichine Tool Technology 
(lb wf^eks) 

Microwave Tech. TraininR 

(40 weeks) 
Auto Service Technicizm 

(35 weeks) 

Semi-Truck Driving 

U weeks) 
Heavv^quip. Operator 

f^)_weeks» 
Computer Repair 

/2b Weeks) 

Microwave Tech. Training ■ 

(40 wf^eksj 
Welding 

(5b w_eeks) 
Machinjst 

(12 weeks) 

Plant Maint. Mech. 
(26 weeks) 



Provider 

FbbthUI-tieAnza 
Coroni. College. 

Microwave Training 
Institute 

Center for Employ- 
ment & Training 

^Superior Training 
Inst tute 



Tech. Training Ctr. 

San Mateo College 

San Mateo College 

Foothill-peAnza 
Com. College 

Regional Occup. 
Vocational Ctr. 



15 
18 
5 
5 
42 
26 
19 
20 
20 



Fuiiding 
Source^ 

OAW^Ford Nitioiial - 
Deselapmeiit & Training 
Center (NDTC) 
NDTC 

NDTC 

NDTC 

NDTC 

NDTC & Trade 

Adj. Asst. 

C a 1 i f o rn i a E ID p 1 m t . 

Trng_Pariel 

Calif prniaEmplitJ t . 

Trng_Panel 

Job Tmg^ Partners hip 

Act rritie nil 

Job T-Tiig. PartnersHip 
Act (Title m) 



Placement Summary (Hourly) 
Outside Coijjpzmy 

Preferential Placement (to other Ford 
plants nation-wide) 



153 
97 



Total 



250 



Futxire Plana 



T^'^'AUnrter Consideration: 
Electronic/Micro Processing 

- CAD Drafting 

- Landscaping _ _ 

- Telecom munications 

- Air Conditioninp/Heating/Refrigeration 

- Word Processini^ 
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KXHIBIT V i 

SPECtAI^NATIONAtX ENTER 

FXCnJTY CLOSINGS — SHEFFIELDi ALABAMA 



Outreach and Aaaeaaenent Program 



Initial outreach 



Career Dav Conference 



Explanation of UAW-Ford EDTP 
ProBram 



Presentations by .community and 

pub li e se r v_i ce a ge ncy 

representatives on services 
available to the unemployed 

Presentations by specific training 
institutions 

Completion of employe vocational 
interest survey 



Service Provide r 

Local Employe_Developnjent and 
Training Program (EDTP) 
Committee 



Local^EDTP Committee and 
UAW-Ford National Development 
and Training Center (NDTC) 



Enrollment 
1»24Z 



Career Competing and Guidance 



Alabami Skill Center-^ - -JOT 

funded by Alabama Office pf (on-going) 
Employtnent and Training (OET) 



Reemployment Aaaiatance Center 

- EstaBIisHroent of -a fiill_ service' 
c_enter Jpr_development and 
training activities 

Located at Local 255 Union Hall 
Prepaid Tirition Anlstance 



Local EDTP Committee 



Local Educational Institution 



Available 
to all 
(on-gbing) 



103 

(on-going) 



On 
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Targeted Vocntiooal Retraining prefect* {TVR) 



Occupational Tra'imrig 

C omputpr Numerical 
( 1 0 weeks) 



PfQRT^animable Logic 
Control 

(1 wef^k) 

Welding 

f54 weeks) 

Air ronditioninR/ 
RefriR^raHon 
(22 weeks) 

Machine Shop 
(4 weeks) 

S mal I E ngi "e R epa i r 
'33 wepKs) 

Ei ect poni '-«'-' Klect ri ci tv 
(22 works) 



Prouder 

M us cl^e _S hoals St at e 
Technical College/ 

Alabama Office o^ 

Industrial Development 

Same as above 



Muscle.Shoals Stat_e_ 
Technical College 

Niuscle SHbals- State 
Technical College 



Muscle Shoals State 
Technical College 

Muscl e S hoals _S tate_ 
Technical College 

Muscle Shoala State 
Technical College 



EhroIInient 



21 



22 



Funding Sources 



VAV;-Ford NDTC/ 
State of Alabama 



U A W-Ford NDTC/ 
State of Alabama 



State of Alabama (JTPA) 
State of Alabama (JTPA) 

State of Alabama (JTPa) 
State of Alabama (JTPA) 
State of Alabama (JTPA) 



Baaic amd Remedial Sfcills Training 

Typp of Training Provider 
Basic skills upKraile 



Muscle Shoals Adult 
Education 



25 

f on-going) 



Funding Sources 
State of Alabama 



Job Search Skills Training 

Activity 

Provide. sell- 
directed job 
search skills 

tahor market 
inform ation 



Muscle _S_hgal5 Adult 
Education 



Funding Source 
State of Alabama 



Resi'me development 
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Placeroeot Summary (Hourly) 



Outside Company 



19 
180 

199 {on- going) 



Pr«feremial Placement ito other 
Ford plaiits hatlan->wide} 



Future Plana 



Funding has been received to continue a full-service Reemployment Assistance Center until 
SepteniBer of 1984. The Reemployment Assistance Center will coordinate the following 
services: 



C ounse ling/ 2LSse ssm e n t 
Basic skills enhancement 
Self'directed job search trainins; 
On-the-job training 
r'lass-inie training (tVR) " 
IndiWdual referrals to training 
Relocation Assistance 

Professional job development/placement assistance 
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Representative LuNGii^ Savbie. 

i want to thank all the members of the panel forgiving Uis help to 
try arid tirid soirie ariswers to sbrrie very tough questions. 

Mr. Carey, you testified in favor of a national computer system to 
Lhiprb^N'eJabpr market jri^f^^^ to better match up job openings 

witlr people seeking jobs: Can you think of some barriers that we might 
inn in to as at teriipt to d^^^ 

it just strikes me that if you have a State witli higli unemployment, 
tl^L'y ji^i^^ht he spm to advertise their job operiirigs to 

other States and just have some other people come in and not really 
(leal with the uhejriplbymerit prbW iri their bwri State. 

is that an unrealistic problem that i foresee, and if ther^ are such 
barriers, hb>y wbiild ybu suggest that w^^ 

^£r. Caket. Well, I think that the private industry councils need to 
play a role in the deyelopment of this riatiojial cbmpute^^^^ 
that yon can embrace support from the private business community. 
Tjiere are certairily^we are becbming a multicbrpbrate natibri, as 
well as a multinational society, in terms of our corporate effort. And 
I till n k that the re Sv i 1 1 be t reme ndbii s J^^^^ for c prpb rat ions to 

relocate their existing work force elsewhere if the need arises to assist 
their workers who aie s^^^^ fprms of emplbyrrient. 

I think that you have identified the critical problem, but I think 
tliero is a sbhitibri if you involve the employer cbrrimuriity iri the devel- 
opment of the process. _ 

Ropreseritative Lungrex. Mr. Diidley, how would ybU respbridf 
How would your State respond to the suggestion that we set up a 
better, a more coiilpreherisive riatibrial cbinputer systerii fbr irifbfma- 
tion as to where jobs are available ? 

Mr. DcdLey. Well, porsbrially, I like that. I thirik that wo have a 
similar .system in Soutli Carolina already. I am not sure how effective 
it is in its tise.s, biit I thirik it has tfemeridbiis riierit a.s far as trying 
to match it up again. But, again, that is not goin^^ to be the whole 
answer. I thirik ybu kribw this as well as I. A Ibt of these peoplethat 
are displaced, especially these individuals who— the 15-, 20-ye;ir em- 
ployees of a plant wlib have been displaced-— a lot of tho.so people are 
not going to be as mobiles as some of these individuals who maybe are 
younger. _ _ _ 

But I think the idea of a cbmpnter jbb bank, match-up, I thirik is a 

good idea. - - - 

Kepresentatiye LuNOREN 

Mr. Kmnoo. I do not like it. I share your concerns. Also, it is not 
re a 1 i s t i c . We a re h ay i rig a ri a w f 1 1 1 1 i irie geti i ri g pe bpl e t b riiby e , _a nywax. 
The work fx>rre is far less mobile than it was, say,-^0 years ago. I can 
?f^Q _regibrial ibb b^ Bnt^ rij\tibrial, I jiist do ribt thirik 

that it would serveLany wortliwhile purpose. . 

Bepresoritative TjFX^^ thirik we wbiild have .sbriie prbb™ 
Irms in-Califorjim with the fact that 

Mr^Klbnoo\ We siire db^ . 

"Representative Lfxorkx_ r<^ontiniiing"|. Wr would lie n/lvertizing 
job oppbrHmities thiLt iPl^rht bring peoj^l^ somo pMiej* Stjites 

and- not solve our own unemployment problem? T am trying to be 
ronljsf ic. 

l\fr. l^rnnon: Bofinitely. 
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Kcpreseritutive LuNGUEN. It sbuhdg U an excellent we 
going tarun int4) some political probieius with this sort of thing? 

Mr, KipiXK). I tlunk we wpiUd Md I^t^^ stilljii^ s 

tremendous draw^4is you loiow^ both witlxin the United States and 
frbih without the United Stotes-JVe there, 
We hav^i 1.3 million uncmoiojed now. That is a large problem. 

Mr. Dudley. On Uie political sidej jeSj^sir, Cdngressm^^ 
you iiave a problem because i know most States in economic develop- 
inent have been very serio^^^^ development. They wouM 

probably not want tlxat type of information to get out to the competi- 
tive States. I meahj if you have a scve^^^ a lot of States would 
use that probably against you rather than for you. 

So it dbes haye that he^ffative cohn^^^^ 

Mr. Carey; I would like ta comment just briefly. There is currently 
a hatidhal job bank available that is acces^^ 

existing mainframe capability right here in Virginia, for example,. 
There IS already some interest ih_Ahe_ employer community in this 
process. I think it is the longer term view and I think the approach 
should be that you are looking for the best worker^ hb^^ 
piirocliial interests reflected iy the individual States. And I think that 
if we at least, pcrhaps in the view o^ 

regional basis, or even pay mor^ attention at the local and State level, 
I think that it wbul^^ ^ _ ; 

We currently have a State occupaHonalvihformation coordihatirig 
cduhcil in eveiy Stato across this country, thrdU^^ 
problem of implementation reminds me of the process of rrioving 
technblbgical ihhdvatio^nib cpm 25 years between 

^ the time that- the power steering was developed before it was com- 
hicrcializcd. Right now, we havc Uie techhblbgy to accomplish this; 
fiut we have ±0 train the pobt)le how to use the computer terminals to 
accbs.s prbperly that jbb bank. 

Jiut T would lilcc to reinforce the fact that there is already a hatjbhal 
iol)j5Mk. _ You have to pay for a subscriptidn to get into it in the 
mainframe here in Virginia. But employers are very readily partaking 
in thnjtprbcess. . 

Roprcscntative tuNOREN. 5fr. Savoie, from an employer's stahd- 
pbiht? V .i 

Mr. Savote. I woulfl like to share just two facts and I hope that if 
ahyphe loolcAAt !hc^ they will tnke' in the right .spirit— as tiding 
to share information. 

We arc wbrkmg^ with, one company in another State io place some 
of our dislocated employees. We rah into this problem where tlie other 
^mjil oyer was able, by' working with the G/>%'ernor, the Jocal union 
nroplo, and others, to accept .some of bur displaced sldJlc(L 
But they would hot accept any of our nonskilled workers because 
theviiadtheirowntotakecnreof. 

I think that there w^ild be some limited iipplicubility for a job 
bank, in practice, but I know of many situatibhs 3"st like the one I 
ju?t described. _ ^ 

The second fact is that we haye a preferer.tJal pl^^^ 
stahfling witliin our company. But even where people can move geo- 
graphically, and have tins hew bppbrturiity — we nave placed 1,300 
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pooplo. thrd!ip:li (his systeni — but because of the emotidnal and human 
/ cost iiivolvpd. w'v ha ve to thron^li 4 or 5 applicants to get one place- 
ment. That iR on the same level job and within the same company. 
That is with the same service company, and generally the sarrie earn- 
ings range. 

And even there, you will go th rough a 4;1 ratio process. 

So I think thati rnoney for such a national job bnnk could be spent, 
depending on the design of that program, a little bit unwisely in terms 
of t4ie results^ But I think the design of the program is important, 
.^^nd if it eniphasized a job registry m terms of a pilot [project for in- 
dividiials who want to register — -they are already saying that they 
wuVit to move— maybe that might be a different approach than simply 
trvJiig to get pDople to list jobs. 

Reprosehtative LuNcnEX. I would like to address this question to 
tli(> eivtire panel for yoiir- observations. As I meiitiancd, we are about 
to g<;> into the full panoply of Work, of the Job Training Partnership 
Act . One of the conc'erns that I have in Congressjis that as we deal with 
specinr issiies, we tend to run off to create a new program or a new 
apprnitrh befool we have even tried the prpgram that we pa>s''i^d the 
lust Congress, That is one of the fears that T\ha\je about the Job Train- 
ing ParinershipjAct, that we will not see if U workfiand sec how we 
might chafhge it here and there and give it a real test before we are off 
running on Rome|othe-r program. - \^ _ 

From your own observations and your own particij7atibh in the 
program, we have already had a part of it that started for at least 
severjil .mbhtlis, can you give me any ideas about your assessrheht of 
the potential for that program nnd where, in fact , we might make some 
chfijiges Jis we Jire beginning to build hp to it. 

Sir. Carer. — 

? J^r. Ca rey . I f I m_ay be gi n , as a m embe r o f the PTO i h Del a wa re , 
i see tremendous potential. But, of £!ourse, the potential depends on 
the d y aj 1 ab i 1 i ty _bf re ven 1 1 es, Th e re h a ve bee n sbm e c u t s, as yd u aro 
well aware, from previous CETA levels to the new JTPA system, 
lo tbis J}roj?ess we hayc_shut off IlH vate_ contract or^^^ Avhb had been 
providing excellont training programs simply because of lack of 
resources. 

I ih ink in the arra of title TIT, however, there is one adjustment that 
^yiSlt to be cbnsidjircd, t;yo cohsideratibhs,^ cur- 
rently n 50 percent match requirement from the State level. And 
certainly, being a State official see^^^ from the State leyeL 

T am sure you can cextainly. appreciate that process. Jt is very difficult 
fb [natch wjiat the Ferleral Gbvern^^ already prpyided. And 

T tliink that some -States wilLfall short of the matdiing requirement. 

I^PRrM^ntative LtrxonEN. T/et rrie _iust_ interjoot an_pbseryatidh. I 
have notired that most States, and localities in niy own area as well 
Ipye yif^ coirt^ept J have never had one of them 

came toim^ and jassert the proposition that we ouglit^to havcji sharing 
of the deficit. [T^aug^htenl But m that day will corhe. G^^ 

iVfr. iC^nKT: The second feature that t think could be addressed Jis 
a refinement, a fine^tiiriing, if ^ybu w^ whole- 
heartedly. We need to give tliis prograni time to work and I sea a 
tremendous potential with private sector ihvolverrieht. Hopefully, 
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that private sector irivblverrierit will be maximized over the years to 

come.^ _ _ _ _ / _ 

I?ut currently, title ni^i^^ of displacement. 

It just seems to be a backwards direction. We/seem to throw money 
at cures, but we do not seem to put ^he money up f^ront when the 
problem is in development. If that same money was given to private 
industry directly ^vhen they see a d problem coming do^^ 

the roiul, wv coulil intprvone with the private sector and provide title 
III fi^ll<ls^C'lirmltIy^ !in^i*^\^trict(Ml from that. Gc»n oral M 

just expressed interest in some support to move to robotics and elec- 
tronics, and I \v 

they anticipated possible layoffs unless some additional revenue was 
fdrthcdming. 

Representative Luxgren. Mr. Dudley. ; 

Mr. Dtini^Y. Congressman, a prime 

sponsor, his office, and we were the subcontracting apjen^cjr under him 
for classroom training tinder the bid CETA, v^^ 
bear out — that probably we had one of the more successful programs, 
Federal programs, of that type in the Nad^ 

So I think under the same JTPA, we will probably go under that 
same type of rri ech ani srh . We f e It 1 ike i t jtic rged j n an d was really 
very well to our 2 -year college system; So 1 am definitely in favor 
y of the JTPA and I think it has tremendous tnen^^ 

I agree a great deal with what Mr. Garey said about the preventive 
"M^siii'c if we cbiild is no different 

from any others. We have a tremendous retraining and helping exist- 
ing indlistries. ^Ibst State^^ talk about new indtistries mbyirig in or re- 
location. In our State, we talk about new industries, but half of the 
new jobs created comb frbril existing plants br existing jbbs, existing 
industries. 

Sb I think We need to, in sbme way, tb help thbse older plants that 
arc refurbishing, to help them in the retraining process by some of this 
mbney also. And I am not sure that that is included under this JTPA, 
but that is a significant part, helping some of these older plants in their 
refurbiif5hing. - 

RepresontatiyoLirNGREN. Mr. Kiddoo. 

Mr. KiDDoo. Well, I shareyour concern, Congref^sman, that we ought 
to let these programs run a little while before we tinker with them and 
trvjind change their direction^ _ _ _ _ 

TTiis "|)rog|^m is a trcmchdbiis undertaking and, of cpurse, itjias 
caused a raitfor dislijcation^ you know, in all State training. The pat- 
terns a re d i ffe re ht ._Soitic of the thi n gs a re ye ry good, s u cli as more i h- 
voh'ement by the private sector. We certainly welcome that; 
_ _B vi t , SycM 1 kn p w, it is tax 1 1 e d a s^ a_ A'cry fle xibl e p rogra m an d it is 
not. a very firxjble program. This program is limited very distinctly to 
^'^i't. of a wclfare-t^^^^ into 3llr^*^PPct. 

We needmore flexil)ility at the State level. We need more emphasis 
on econohiic dev^^^ ??^cmiomic deyelopmen Th^t 

]^ets people oft of welfare. T think that we look at these programs from 
ttie SS'rorig end. Aridyairain, as T mentioned in my testimony, the thing 
thnt we need is ilexibility. Flexibility. Let us manage our programs 
arid do riot strticture them tbb tightly. 
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Representative Lunqren. Mr, Savdie, hjaa Ford Motor Co. been in- 
volvtul ill Hcttmg lip FlCs and so forth? And do you have any ob- 
servatighs oh that? 

Mr: S.^yoiE^We participate in the PIC's. And of course, we have 
many of the JTPA programs M 

While I would ciutainly e3lb, as I did before, the job avfilabijity 
thi:ough ah ecdnomic developnient concept, which is another whole 
approacli, I dio not think that is repiesehtative of JTPA. So in talk- 
ihg abojLt_JlTA,_MHcJi is a remedial program, and in looking only 
at the aspect that sometimes you are goin^ to heed a remedial program^ 
1 believe, perfcbhally,^t^^^ shpuld be some variations in approach 

by tiie^levei of unemployment in tli^ States. I do hot khbw what these 
ihight best b^ a^^ the ihoment, but it is quite diiferent trying to do this 
type of work where there is 17 percent uheihplbymeht agaihst 10 per- 
reht br oiHy J> percbiit. I wish we luid only 5 percent, and then every- 
body would sav, what a great job you are domg taking these pebple, 
t ra hi iri|r them, finding t 

But it is quite diltcuent when the levels of nuoinplbyhieht vafy. Ahd 
^iltlipugh the fuh(Js have allocated by the levels of unemploy- 

ment, yet, you tlo not look at it by the point of view of the fetraihihg 
oppbrtiiniLie.s by level of luieinpldynient that people want. 

So I think some variation of that type would be helpful to the 
programs. _ _ 

_ The other thing we found very useful is om^UAW-rord program's 
•^'^"^^^^-Ber-hour-w^ We^ in effect, and I twit 

niy finance people about Ford's 21/^ -year budget. There is also a 
-^/S'jT^r J^greeiiient. inahy of bur programs have been 

cut off by sojne of the States because of theitseal v^ar or they niay have 
used sbme funds I am sorry tp say, unwisely, here the end of the 
fiscal year is coming and they sr.id well we have to spend that money — 
wo have tb shbvia it biit br lose it, 

That isa i-eality of life. _ 

So I thihic there wc are a victijh of ^ 
we need a longer budgetinjnr process to accoiiuiiodatc those programs 
because hiahy of thein are Ibhge Ahd so, some atten- 

tion, I believe, should l>e paid to fhat in the law. __ 
-Now aiibther part that we did iibt fU^cuss here today ^vhich ^^fr* 
Kiddoo brought up is we have only been disciLssiiifj; the flislocated 
worker. But a lot bf the law, bf cbiirse, is aimed at the hew wbrker 
and the disadvantaged worker. And that is an important element also, 
Umt T hope people wbtild, from a sbeial stilhdpbitit, cbhtihile tb try tb 
fi n d ways t b d o som e Hi i n g abou t these p robl ems . 

RepresentativeJjtTN'OREN'. As T uhderstaiid it, the irreater fbchs bf 
thf^ bverall Job Training Partnership^Act is actually on the disad- 
vnntagi>d worker. _ 

Mr. Sv\ VOTE. Thatis right, 
— ReprDsentntive-LrxnRKN-. The displaccfl wiirker is oddressed by title 
TTT of the act nhd rejpresents a recb^jtion tliht that is a serious prob- 
lem. T do not think that it is a failure to rvcngnho the continuing diffi- 
culty^ with respect to the djsadyahtaged wbrker ahd.pbtential worker^ 
_ ^fr^-Kirlrjno^ T would just say. about your comment on the lack of 
flexibility bf the j)rograitt. sometimes gettihg sbmetliihg through Coh- 
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•^fcss is very fliffioult. It is prbbablj as flexible a program as we could 
^et UjroiigH. Wo \vt>rti ti-yiiig to bnilcLon the old CETA exjierience, 
recognizing, iiltliongli it.iimv liavo (liffpml frOm^tatc to State oil a 
natibiiiil perspective, the fciiljiic sectoi- side of .OETA probablx did the 
poorest on gett ig people long^tcrin jobs. The private sector side of 
CETA did the host job. l . r i # 

And we wero roncerned. asjilenibers Of Congress, about the lack oi 
i-p.-oiirces ir the overall program going to actually training people. 
That is why we have put a specific limit on how much of that overall 
fiiridiuo- has to go to training people. That is dealing with a sledge- 
hammer. I grant you. But we have riO way of dealing with it other 
than that. ^ , — • i ; v, - 

T Hope perhaps we can make it mOre flexible as we get into it and see 
tlint that is necessary. . , 

One of the snlijects that has been touched upon ir testimony ot se^»^- 
ernl of voii an.l someihing that hah been referred to in previonstesti- 
nionv coiioerns something that I believe is going on m Delaware and in 
California and sonie otlier States, where you use some of the unemploy- 
ment in.su ranoe fiiiids for training purposes. , - -K 1 

Wh-it T wfliild like to know is precisely how that works m Delaware 
and in California. And T do hOt kriOw if you have_ that :n South Caro- 
lina ITow vou would react to that sort of thing^beirig iise4 in bo^^^^^^^^ 
Carolina And ask whether that approach wmikl be preferable to spMt- 
t iiig off fimds that are now designed for the Job Training Partnership 

'^"rri^ther words, is this an already exiRtirit^prOgram that wc ccm^^^^ 
U'^e to n^'ht till- disease bef ore we have to bring a cure to bear ? It st rides 
me that'it makes some sense. I recognize that there are some political 
i.rohleiiis in different States arid perhaps nationally with usiiig uneni- 
liloynierit irisurance funds for people who arc riot yet Uriemployed on 
the.'andcipation they btherwisB be. _ _^ _ 

What has the experier-e been in T)ela\vare and Calnornin^and^ iias 
this been thought of Or seriously considered m South Carolina? Ur 
wblild voii considej- it? . z, i t v -.-r.!! 

C\RKV. Well, let me begin by saying that T cmi detect that .-vou 
are verv seri itive to the political consideration here. The U,S: Chaj^be^ 
of Coim-orco is not verv e.vcited about tlrs idea because they f^e this as 
an adc tional ta.. to.m unemployment insurance svstem t^urt is al ready 
he-ivilv l.iirdened: 20 States arc curr-ently in a deficit position. I.ast 
voilr. .States borrowed $13 billion from the Federal tJove-nment to 
keen iiace with unemplovmerit iriSiiranc-e benefits. „„-,nlnvPr 

So 'recognizing th.nt political constraint >"Vol^mg_^li<-. emp o>^^^ 
.ommunity? and'^r „uderstarid that the onh ^S^^^f^^^ 
thrOiiHi was because they hjd a massive surpliis^inthe^ 3^ ^'^V iTrS 
and tliere wore some tr.(de-olTs involved that worked out ^'erv nKC.y for 

^^"Sut HirlSoaH. Delaware is raking is to look at . ,ecificall. and 
recOn^Scffig act on l,y the ^oderal Govorriinent to ^'^^Ij^^/ 
It fin ED and FSC programs. E.\tended benefits and ^. derul .-unpie 
^i^i^^^^\o^ benefits are certainly a politically e-pedi^nX, 
S e m s^hi ion to a downturn, a cyclical «l-v..t,|rn iri the ec^non^^ 
But T like to argue for structural side economics, that we ought to be 
putting mbney up front rather than paying for it later. 
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I use the statistic that $18 billion was^pcnt in those programs be- 
tween 10Tr> una 11)81, including the Trade Act adjustment pro^^ 
And onl- $53 luillibn of the total was spent on retnunmg and job- 
search assistance, which is one half of 1 percent of the tqtal. _ 

So I think we have a political problem moving to that area.JJut 1 
think that it should bo done. One approach that is very creative that we 
arc now experimenting with is the iridividualtTainingiiccount concent, 
which, in conjtmctioii with Pat (Mioatc and Malcolm LoveU at Brookj 
ings, Pat Choate is froni.TRW, we are explonng the feasibility ot 
sharing the cost of training between the employer_and the employee 
through a voluntary, individualized training account which would re- 
volve similar to the II^A. r 1 4. i. 

And I chink there is a potential there for innovation that has not yet 
been fully explored. 

Representative Lungrp:n. Mr^. Kiddoo. t> 

Mr. Ktnnoo. I like this idea of the individual training account, -but 
if you do not have that, you can use your III fund, i tinuk very m- 
nbvatively. And, of course, we use it roughly three difrerentwa^'S^ 
si^okc alK>nt the work sharing: program. We use Ut inonoy to^^^^t- 
Ahd I talked abotit our ijmploynient training fund. This is a ^oo mil- 
lion fund that we have just recently collected: And, yes, tlicre was an 
ao-reonient because we d:d have, not excess revenue^ but because wc 
inana^^ed our program well arid do have a positive balance, we_^were 
able td o-ot the support of tlie business cbmmunity. And m our ^btate, 
tlio. Chamber of Commerce, the Califorriia Manufacturers Association, 
thev citme into this agieement, came into it quite willingly. - - 

We also have a provision to extend III benefits for those peopb who 
are in bona fide training programs. I think there is a trade-off here 
between just receiving your benefit, you know, and sitting home and 
ostensibly looking for a job or using at least part of that money for 
training "purposes. ^ - _______ _ . , ^ fi. n^^^ 

One of the thingathat we experienced, particujarly at boutli C^ate, 
when the General Motors giant closed there, we were late getting into 
it, as I mentioned in my testimony. But more jm|wtam.ly,-becau^^^ 
manv of the workers had imeriiployment insimmce, because they had 
supplemental unemployment from Hencral :SIbtprs, they wen5 very 
reluctant to come into training until they had almost exhausted those 

benefits. 1 j ii •- 

So if, indeed, they had a decision that you can use part of thi^money 
for training, sav, or you can use it entirely, as many of them did, tor 
benefit purposes, suppleriierital income, I think that that would be a 
great thing to put that decision on the worker. 

Representative Lungrex. Mr. Dudley. ^ ^ i l- 

Mr DtiDLEY. I iim not quite aware of Avhat thie Delaware situation 
and the Califbrhiji situation are. I know that we had a problem in 
South Carolina initially when oux unemployment rate was so iugn 
and the fund balance of the U - was draining,^and tliat was worked 
out. But at that point in time, and I think the Federal legislationxe- 
laxed their regulation oTU4hat and it became a State responsibility 
whether you wanted to let UI go iht5 training or n - ^ ^ , 

Rut this was a serious problem in our program and _nearij^_wrecked 
this particular program, I mentioned a riioment ago at Piedmont iec 
because we would have people who would go into the displaced worker 
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prd;2rrani and the local ESC would cut them off because tliey wore in- 
oljflfible. Tliev would . lose, thoir HI benefits because they were not 
oliiril»Io. theii. to l(><>k for a job. 

Wo finally worked out an apvement whereby after a certain ix?riod 
of time, and T think the statistic is that if a person is gdirip: back to 
work, he or she will probably go back in the first weeks. At lejist that 
was the Way that it was worked diit iii oiii* State. Biit after IH week.s, 
the person could automatically go into the retraining? prb<rrani. And 
alsru in the first IH weeks, if the iridividiial is ceKain of tile type of 
skill the person had, that lie or she could qualify and immediately ^o 
into one of the.se retraining programs and would still keep their UI 
benefits. 

I anx not qinte siire whether w& are communicating the .'^nme 45rob- 
lem hero or not, but that was basically the one that we had in South 
Ctu-olina. - _ _ / _ 

Representative Lungrek. One of the rnaibr questions there was us- 
ing the uneiuployment insurance for sometliing other than spei^ificalJy 
j u s t 1 1 n e I n p] d v n i e n t sii ppprt ._ S pme won 1 d view t ha t as n pt ra i d i ng it, 
l)ut.iappin^ iLito a system for a purpose other than what is was orig- 
inally estjd)lished fdr. 

^fr. DcDLEV. The problem in our State, -though, was the fact that 
some of the j>c?ople— maybe the emplover.s, becaii.^^^^ actually 
feeding the account — that a person might not be looJving for a jobxir^ 
ili a _seji , _ t ra i n ing._ So they wpu Id 1 b.sel t h e i r s 1 1 b si .st en ce or t h e UI 
benefits if they went into training: But that matter has been cleared 

lip RP^Y- I^lit tjijit was^ Q . 

Representative T^ungren': ^fr, Savoie, frpm the standpoint of-the 
<1» » ml ^ IV 9 \\ dp you ] 1 aye a iiy com me h t s on w ]i a t we a re _() qi_h g_ i ri Calj - 
fornin and what they n: e doing in Delaware in using that for a pat- 
rii_Ji^!'Tl^^_!_hP_ <l<lUDt''y_?_ Pp yQ^lv f ^VVf} **>h .^uipl oyer's stand ^^^^^^ have 
some fear of it just Ix^ing another tax that will be in addition to the 

urieini^lovment insurance taxjliatw^^^ 

-^fr. S:\vorK. T am speaking here as an individual ratlier than in an 
9^^^ 'JLI ]^ bs i t i or T ha ve^ a -lot pf c on ce rn wi t h this a ilP VPI^r l]Lf or many 
reasons. Fii'st. if an employee on his jmemployment dccount^Avere to 
eht e r i n t o t ra j n i n g, it cou 1 d be either 1 5 webks, week.s, or 52 weeks 
of tiuining. Also, the apiM-oiich seems to me to have a philosopliical 
basis that .«oinebody would feel he or she is entitled to the whole TJT 
account, in which case we_ would say, no, you should be looking for a 
job. ^'ou might he out 4. 5. or 0 weeks and then go l)ack to work. 

So r tliink there ni*e some real distortions involved and we would see 
all kinds of things liapperiirigas people go into that. 

Xb w Mr. Kid d oo sa i d t h at in Ca 1 i f orn i a , a lot o f t h e wo rk e rs wl i o 
luid-their III _and who had their i^T'B woiild not outer training until 
the or ST"B was exhausted, T do not know how such a program gets 
anybody to take on training if it is in lieu of his unemployiuent with- 
out spine strictures. And T would hate to «5ee any more .strictures in 
Amoi'irim life that force you to do something when yoti have to do 
•^bmetbing else. AridUiat may not be part bf the approach, but it could - 
happen thnt peojxie would feel thiit you nuist take tritining and some 
psAjli^'lOBr typ^ bf training for jobs when nobody really knows where 
those jobs are. 



218 



215 



?o, T sot» a lot- of irn'iisioTi oflwtli tlio coil ccpt of the prngram of the 
individual frtuuloiu down (lio lino, i:)lii.s tax distortion. If yon ^et into 
this typo of thin^r, yoti may find that' the orni>loy6r who is^ bonofitinp: 
from it inbst i? the ono wlio is expandin^r. So ho is benefiting more 
from tliat-TDtraininp than othois. whoroas, the tax may bo levied 
ovorily or disprbpbrtioriatoly the bthor way nnloss it is properly done. 

it lot ol th('- d(^ign issues rost oti not luii'tinp: the oiies who have 
already snfTored — T nioan, no one wants iiheinploymont: no employer 
%vants to ^o out of businos.s; Uo one is doinf? it for the fiin of it. 

TluMV could 1)0 a lot r'f, T would think, economic distortions that 
could occur frx)m siich system. I tvoiild prefer that we foctis on the 
individual and say, look, there are a lot of people who want training. 
.Lot us liolp thoni (Tct it. That is what we did throii^rh part of our 
j)rb<rrain— we liave a tuition assistance plan, completely independent 
(>j- sop:n-n(o. And svo say: '*Do yoii waiit some tuition 4issistancc ?" OK 
then, wo Pay, you <rot so much; yon have to find out how to live; you 
have to find your income siipport; you have to want it bad otibii^ixh; 
you ha\'o to do your family thln<js; but here is some money with a 
oup on it nud a limit that yoii can Use for traininjr. 

Koprosoutativo Lttngrex. "Wlib are the people who are eligible for 
tluit wiihiii the program? 

'Slv. ^,\vn]K. Auybody with 1 year or more of seniority who is 
on liiycitT is (»li<rihlo. Of ('oufso, wo also have it for oiii; active orn- 
|)loyo(»s :is wt*ll — juid soin(v.'^>.oriO laidofF pooplo took advantap^o of it. 
That is a tivniondcUis Tiuuiboi*, whci-e people oil tlloir own decided to 
take artion, 

-Roprosontativo LrNnnEN". And they are riot linlitod to soiUo .'^ort 
of traihinir whoivby it would bo applicablo to tlio Hue of work that 
tliov aw» in or-tho intliistrv that tlioy are iri. 

^fr. .^\\(>iK. TliJit was one of the now things tliat wo did for laidofF 
workers: It iiood not 1)0 related to thoii- jobs; whoroas, oiir active pro- 
jr ra ni is. D 1 1 1 or poo j-> 1 o say, how canyon do t h a t ? Tl i ose i ) o op 1 e a re 
laid off: They luay never come back to yoiir industry. We .say lot 
them choose. 

STow, a study indicates that they chose luostly vocational, technical 
trainin<r. and tlirbiiirli oomhiunity collo*ros. Some 02 percent of the costs 
were pnid ior by the prO]Q:ram ; yet, we will uot pay more than $1,000 
P^'r i rid i vidua 1 a year. And they chose the data processing, computer, 
electronics, vocational, hoaltlv-fielcls. 

__Rt'prosoritativo Lttxgrkn. Was there any followup study done by 
yotir j)eoplo to try and jdotorminc whether this works in ji situation 
where you are iri ari industry that is iri some difficulty? I moari. the 
avorajEro luitoworkor rocn^iizos that there are not 4i.s many jobs in 
the auto iridusti^' as there were 10 years a*^b and probably "will not be. 

Was there siny sort of analysis that was pursued to seo if that was 
PPrhapi''^ the bvorridirijr factor in why they pursued jobs that seorii to 
be jroared toward advancement as opposed to the possibility that they 
Qrejn an jridustry \vlioro imeiriployinont is not hifch, they mijrht utilize 
this, for thinjrs-that would not be of a career advancement nattire. 
_ ^H'- _?-AvoiF., Wo hav^o rio such study. And since thi.s is th(* field of 
the future, I tliink that is aJegitimate eoncorn for future study pur- 
pbses^^bur secbrid point. Frbrii riiy standpbint now, however, any 
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individimls that waiit to advance in terms of education or training, I 
aay, God blesH tlu^in/l'liis is Amenca; let thera doi _ 

So I do not have any individual concern for the present. But we 
have no such study and I know of none because i tliink that ours is 
the first program that gives laid-off employees some prepaid tuition 
assistance on a large scale. - -- 

Representative huxonEN.JMr. Dudley, in your tcstirnony, yoiv me^ 
tioned that we arc hot only talking about training from the standpoint 
of a particular job skill, but vou are talking about remedm^^ 
tion. And you indicated that is something that we must address our- 
solves to if we are going to meet the needs of rriah^ of the long-term 
!inemplbvcd, both in your State and around the country. 

I guess my question, then, is this: Is our systm^ adult ge.-^eral 
oducatioh adcciuate to meet the literiicy needs of our people? As _it 
something that we ought to say, now that we recpgnize it as a problOT^^ 
wd ought to construct a program, perhapa a Federal program, for it ? 
Or is it an iudicajtion that if, in fact, it is inadequate 
is somewhere that we do riot have to create a new program, but rather 
do a more mtonsified job of what we all traditionally thought we were 
dpingi.part_icularl£ dri the State and local level; that is, providing 

education for our people. . : j. v- 

Mr^DtrpLEY. I am not sure where that responsibility is going to hCj 
Congressman. Bnt I know from this staridpbirt, that we are having 
a lot of emphasis now in the K through 12— what bothers me, and this 
Ls fine. Tins is where it should be, to a ccrta in degree. But we basically , 
I thlnk_, all agree iri this room, we have two problems— we have a short- 
range problem that we have to deal with arid we have a long-range 

prbblerii. _ , i ~ ui- 

A lot .'>f people now are rcaUv pushirig public education, public 
schools, K through 12. This is fine. But it is going to tiikc us_ 15, 20 
years, probablv, to see the products cbriiirig but of the ^ther end. VVe 
have to live— I aiti just talking about my State and this is what_cbn- 
cerns me— in the next 15 to 20_ycars because somebody has got to pay 
the bills while all of tliis ia happening. And you have to increase your 
revenues by economic develoj>merit, riew jobs creation in a State. . 

Tllorefofe, you take care x)f the public schools, but by the same tpke^ 
in our State, t think the delivery systern for ramediation for either the 
so-called hi^h school graduate maybe who does not ha\x fhe skills 
that he or she is siippbsed to have br, No. 2, the dropout or. No. 3, the 
pei-sori who mavbe went to.high school 20 years ago who need?, this 
remediation probablv in a 2-year cblleire svstcm, and I am nmbably 
l)iasert on that because t think most adults like to gpback and_ldentlfy 
with a postsecondary br adult iristitution versus a public school 
iristittition. ' ^' -- , 

So T think whatever the Corigress does, it needs to take jnto account 
the two groups— the long- and short-range problem that_ J am tal^^^^^ 
about. You lUst cannot tril^e care of the ptiblit! schools because we have 
to do sometliing for this mass pool of people that we have but there who 
do not have the three Ji% the six R's, as the^r say: 

That is not quite answering your question. It is a proJ)lern that T ha^^^ 
in mv State, thbugh, because ^e have to help build up those remedial 
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(h'ri('i(MU'i<'R ill tliosc pobplo. before they can take oil even- some af^tlio 
jol)s in the low skills wr arc talking about vers\is tbe highly sophisti- 
cated jobs. _ - 

Eeprcsontative Luxorex; All four of you have— and I thankvqu 
for it — <?iven comments on speeific proposals tltat have come before 
the Congress or specific proposals that have come out of your experi- 
once in your own States. We asked you to do tltat and I truly appreci- 
ate that'. ' . 

Let Tue try to get to a more general qliestion that covers many of 
Mia^e things'. It arises out of my concern that oftentimes in hearin^^ 
and also in congressional committees, SVe come up with the best plan, 
the ideal plan, or plans, and we create those without really jpbkirig at 
wlietlier we are ever going to be able to ftmd them adequately. And 
so we have manv. manv different plans out there, rriany^ many differ- 
ent prognuns. Aiul_we*all come in and w^ all decide that, gee, wc do 
not have enojigh money to support any of them adequately arid we do 

not do the iqb. __ ii^xj 

W-e have to get back to the idea of prioritizing,__eyen thoiign I do 
not lilv-e that word. I do riot kriow how we make verbs out of other 
uses of granuimr, but we do hero. We have to get back to settirig priori- 
ties in terms of speridirig here. ^ _ _ 

Anclso from a general standpoint, let rne ask you this : Ub^y^^^ 
it would be bettei- for us in dealing with a program for retraining of 
(hose people wlio are currently working, but have jirosp 
their jobs because of changes in the economy, and therefore, need 
retuuiniiig? _ , v l • 

Would it be rribre apprbpfiate for us to go back to basics; that is, 
having the educational instit:utions with tlie_flejsibility that ybU men- 
tioiie(L ^fr. Dudley, arid the timeliness^f tlmt flexibility, and you men-, 
tinned also. ^fr. Gnrey, making sure that those iristittitibris are avail- 
ablc to the worker, biit iri a sense, leaving it up to the worker if he or 
slie wants to particlpSi.e in those prpgrams_?^Or do we n^^^ 
financial iriceritives of a t.ax nature or a granting nature to get those 
people to do that training? ^ _ , 

I riiean. where does the responsibility lie when you have a limited 
amount of resources? Ts it not enough to jiist make sure tliiit tho^ 
iristitutibris are there and avaihible if the people wish to avail tberii- 
selvpsof it? . _ . 

"^^r. Carry. T will begin by saying that yon mentioned the concej^t 
of developing some tax incentives to exparid trairiirig the pri- 
vate sector. I am a- firon beHever that thcL private sector is the be §t 
tiainer of our work force, that the public sector's role should be 
liuiitcd to displacement. _ ^ v - - 

I am suggesting that tbjhe extent that ybu can divert money that is 
curreritly dedicated to cures to prevention, I think it would serve all 
of our interests. _ ^ * ^ m ' 

Ctirrently, it has been estimated by the American Society _fpr i rain- 
ing and Develoj^mcrit that the private sector invests between $10 and 
$in billion annually for training. The technical j^rohlem that y^^^ 
when you addressVax iriceritives — although I support it wholeheart- 
on the deficit side. There is no aUestibri that it wbuld drain 
money from the ecbriciny bvcr the short term; 
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_ Ii_Ml^in?_ ^P"14_^^^^^ PPD^treM to jQofe beyond 2- and 6-vear 

cycles, as most Conp^ressincn and Senators are realiy oblifjed to do in 
69n^e respects^ ami 1 ^hicli_I tliihrc will scry^ 

the interests of those of us in the puhlic sector and private sector alike. 

Representative Lttnoren^ Mr. Dudjey. 

Mr. DuDLKY. I know there is a lot of rhetoric about the condition of 
our ecdndmy, the world economy, thiiijgs of this riattife. But T think. 
No. 1, all of this, and I am sure that everybody in this room under- 
stands the seriousness of the problem. I am as much of an American, a 
flag- waver, I ^less, as anybody in the room. But I am not sure that 
a lot of the pedpld still talking about and making inajdr decisidns, in 
my opinion, realize the seriousness of the problem facing us. I mean, 
with the wdrld ecdndmy, and I firmly believe that pcdplo are gding td 
produce goods probably where they can produce them the cheapest 
anywhere in the world at this day and time because ydu can export 
technology, you can export _whatC5ver it is. 

Sa whatever — I think. No. 1, you have an educational process or 
renaissance process for decisionmakers and also the people back in the 
commimities, home towns,-local general assemblies, and et cetera. 

No. 2 op that^ though^ if it is a 2-year public education system, and 
in the United States it is going to be this, I think they ought to beheld 
accdiihtable for whate^^ it is that you are requiring them to do. I 
think for too long^ and I hope our system has been in tune with the 
econdinic aspect of our commuhity^ with business and industrial 
segments — for too long,^ I think, there has been a^polarization between, 
and I know that this ^^h^^ tbo^ the industrial and the 

economic community and the educational community.^ 
__T?^ey.baye to bc^tliis job at this day and time, the competition of 
worldwide economy and all this, is^so ^eat, that the job of retraining, 
or education, js too bi^for j^ust pne_ihstituti6h alone or one group alone. 
It has to be a total cooperativB effort. 

So I _t h ink t ha t accbii n t abil i ty^ _ h as _ t o be_ t h ere to m afce sure that 
whoever is responsible is delivering^ the goods. And then last, you. 
asked who would be rcsfK)nsi^^^ far as the payin^ of the bills? ! 
mentioned a while ago, and I think I feel this way about it, whereas 
^^A^/^Y^st Germans,^ m the person can J^oba^^ fpr 75 percent of his 
or her salary, I think it is i^robably going to be a responsibility of the 
industry if the person is still iriydlv^^^ there. I think the State or the 
Nation has to put some money iii. But I also feel that person has to 
have sdhie kind of putting sdmethihg^i^ am talking abput do)" 

lars and cents. To make that person feel some type of involvement or 
not j list a giveaway type df sitiiatidri. 

So I think it needs to be jcnaybe a tripronged situAtion there. ' . 

Representative Ltingrek. You m^^ntidned in South Cardlina, one of 
the things that you are happiest about is the flexibility of your edu- 
catiomU systems, how you- nave made some changes in it. There is 
probably pdthihg that anybody fears more than change. We all fear 
that^ particularly when it involves our own jobs. I mean, that is the 
whole suhlect of it, _ _ 

- It strikes ma that some, people teacJiing in the systems would also 
fear (Jiangc. They have b^^^^ to teach sbmething. All of a 

sudden they find out that their department is going to be eliminated, 
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inaybe changed. They will hot be able to teach or they will have to go 
thruugh reti aming in order to tcucli; 

J':^^^^\^^ y^^J^V*^L^<^^^ oyercoiue the natural reiuc- 

tailed to change or tiie iiataral inertia that iis tliefe when you gbjii 
with the State, sayings we heed to inakd changes because this com- 
p^y's coming down iioro or we know that a number of companies 
will be down iicrc in a cbUplc of years and frankly, if we train people 
for these old jobs, there are just not going to be aiiy jobs there? 
% - Mr, DvDiMY. That is an excellent question^ Congressman. And it has 

been easy in my State. 1 cannot answer for tlie other 49. But in niy 
State, ^2 ycars^ago, this prografn w the 2-year college sys- 

tein, the technical education. And the bottom line siiiiply is this— 
tliere was about a one paragraph piece of legislatibh which really told 
Us to go out and help the economic base of South Carolinu. And that 
IS husically it— to help create jobs, train people for those jobs, and help 
^'i^ise the tax base. 

^ Now we iiave tried to keep that type of philosophy, even though we 
^iive Axpaiided the curricuhini offerings in tlie 16 colleges. We are still 
probably tlxe best economic tool the State of South Carolina has. As 
I mentioned a moment ago, it has been primarily the special school 
function dealing with mahUfacturiiig-type plants. 

We realize in the IDBO's and l990's that that has got to extend over 
mto the service, the infoinmtidn. Tourism is bi^ in South Caroliha. 
So we5 are^oing to have to also lielp in that partieular aspect, too. 

Now as far as change, you arc right. I think hidst of us,^ we ^et cbm- 
Pl^if^eiAt jn what we do. If we are halfway successful, we get feeling 
comfortable there. 

I think one of the biggest thin^ as an administrator is CEO in a 
college or in my job,^ne.thing we did Avheh we started this "Design 
for the lORO's" that I alluded to, we put them in a jet and we flew 
them to GMT [General IVIotoixs Institute] to show them what was 
^^^^PP^^i"S in their particular field, computer graphics. And this was 
back in 1D78 and 1979, CNC-typc of equipment. Most people had never 
heard of cohipu^^^^^ control. CAD/GAM, computer- 

aided design, computer-jiided manufactiiring. 

- *^^*'^^L^bthihg prbha to us or 7 years ago. I think exposure — 
I guess you are going tOLhave to sliock some of these people because 
^ t^V*^'^ y^U Jirc ??oihg to have too many people who 

think things are iroingJo be business ns usual, jtist like this recession. 
When things pick up, I am gbihg back to my sarrie bid job, whatever 
it is. _ 1 

We fault that. T tliink, wheth Is the Governor, and I think he 
nrbhahly is the person that nrobablv in each fjtr.ta is the one that sets 
^^^^ ^^^c^v J"^"^" T^J^^^^^ thc^^rend ^f hmv t hat State is gpinir to feel 
nhbnt either economic development, environmental issues, or whatever, 
jolis retrainihir, whatever it is. 

But T think we have a tremendous renaissance as far as— and I did 
nf>t^mean to get on a sbaphox, as far as the edncatiphal syste^ 
United States, heranse^ T am not sure that a lot of ns fully appreciate 
thcLprohlems that this Nation faces at this day and time^ * 

Representative LrxoREX. Mr. KIddoo, could you comment on Gali- 
fornia, whether we arc seeing a response to the flexibility that evidently 
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will ho norossafy \y\th fospect to clianging bur educatidrijal curricula to 
rosipoiul to th('Sivcha_n*ros? . . 

^fr. Kn)i)(>o. Yes. F tliirtk \vo. are .sooing sortlo. trornendous chants out 
tbore, Conjri'ossinan, A nninbor of ^rroups, such as the California Round 
Table, in whioli T sat, havo stiidiod tlio. problem, have worked very hard 
to p:ot now lcp:islation; which we got this year. And, as you know, we 
:j|>j:>ro]^riatod an extra, I think it was $800 million to the public school 
system, _ _ . _ 

' The ooinin;mity eollefres — of eburse, which Mr. Dudley has been ad- 
dressing: heiT— we Ivave had a p:reater problem there. In fact, we are 
having <i:reat bu^^'^t'^ dinieulties ri^lit now in California, largely be- 
cause the system has not been responsive. There are exceptibhs to tliat 
down iri^'bnr bwn Orhlii^e Cburity, Up there at San Josa-Community 
Cojletre wliieh worked with the Ford layofTs, San Mateo Valley, arid a 
few like that hfive been exceptibtial. 

But, -for the most pari, they have not been as respbrisive as they 
mi<^bt be tb the rieeds bf industry, of busine^, and the needs of the 
State, 

Sb we are seeirie: some, T think, tremendous chanjres, I think there is 
lejrislation in California now— nick Katz, whom ybu may kribw, has 
jiutjibred a prebill but there which would take a look at our total voca- 
tjonal training: pro<rriinis, not only those that are ebridueted th^^^ 
JTPA, bur bwri C'^^'^TA prbirram. en\ployment trainin*? panel, and so 
on. throuj^h mv department, but a]so lookirig at _what^the rbmrriUin^^^^ 
cblle^ros are doing br should do and what the department of education 
is doinfr. . , 

Arid it dra\vs up a whble new scheme of how these various programs 
will be coordinated, will be worked, 

"Ropreseritative LrxbRKX. Mr. Snvoie, cotild yon comment on the type 
of responsiveness you have seen in edurat.iorial iristitutibris 
tiona]_arid other type training in. the^fforts that Ford Motor Co. has 
beon-invnlved in to help the displaced worker, bi^jrist people 
not displaced at this time, but participating in your tuition program? 

^rr: Savoik: T think we have found extremely great coop with 
the groups that we have dealt with. However, we have found that.bav- 

our professional center and our prbfessij)rial^rbup^ w^^^ 
Tift wo or three locations, we did have toLdroj^ courses because vve_felt 
once they even had started, the quality of the instructor or the qualit^^ 
of the equipinerit was not there. Without our professionals, we would 
nnthave known Hmt. , 

Representative LirxoREx. So your trjiining center, which is the ^omt 
ofTort between yourselves and the uriibri, bversaw the quality of the 
i rist nio t i o ji a] p rb«:rarn . 

Mr. Savoik. Yon are right. _ , _ . 

Kepreseritative LtrxoREX. And you exercised an option— oust ta ice 

voair people out. 

Mr. SAvbtE. Arid wehad iumieof them — — - 

_ rvcpresentative Lrxr.nKX. That is a mbst efTective option, is it not, 
the fiuaricial hammer? ^ ^ i^- > i t 

^fr SwoiF That is rights The adult votes with his feet when it 
ooine.^ tb education and traininsr. He just does not go back. And we had 
wome of our own electriciaris whb wbuld not go back to that particular. 
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Hass. Sn wo. found but what the- problem was and wo^actually brought 
ID iinoihor providor. t do not think you can do that with a regular edu- 
r a t i bna 1 i nst i t \ 1 1 ioii Jii>proach . 

The institutions have been very willing to give us the program de- 
si^j and then bur staff will go through the whole; program design, 
monitor it, evaluate it. and they have accepted that. If it were done 
bh li brbador scnlo, I am not sure the srime thing would happen: 

T wonld like to make one point, Ybii know, even if all of bur people 
had had advanced degrees, they would still have faced aJiuge place- 
ment problem. So wo have to get back to just one key point : Even jf 
the ediicatibnnl system was the best in the worl(J,it might still not bo 
training people for the right jobs at the time tliat you need them. 
And that is important. _ _ ^ _ 

Representative Luxoren". Yes. But one question I \ybiild like on 
is, Are wo doing an adequate job of forecasting what jobs are going 
to 1)0 available? I suspect that we have hot been in the past. Can you 
see some changes coming about? 

Xo. A. it appears that we are beginning to recpjin^ize it. But 
libw do ybii acciirately forecast what jobsjire going- to be available, 
for instance, in the auto industry 10 years from how? 

Mr. Savoie. That is an excellent 4>oint. 

Representative TjUxorex. Is Ford_ djiihg^ bp^th?t? 

Mr. S/VVoiE. Let mo respond_from two standpoints. First, I think 
ulmbst all of us as Americans^and particidarly^^ 
l)ovs here now to tlvink about in my own right— they are going to 
have to face four cr five jobs in their life^ whether tjiey it or not. 

So we will^onsta/itly be forecasting new jobs in the future. 

Kow at Ford, ^ind this is one of tho points Miere j^^^ 
let us train -pe.iple ahead of time when they are going to lose their 
ibbs. I w-ould submit that f or the rnaibrity bf "erriplbyers, that is almost 
inTpossible to do in a meaningful sense. _ 

We were doing the small cars^ All of a sudden, it came^to big cars. 
We 4?losed the -small factories, worked overtime at the biir factories. 
Within 9 months, the whble picture cbuM change again. T^at wauM 
be, then, the entitlement of those people — talking about the sledge- 
hammer. _ , , _ 

Some might come in and sav, oh, yeah,^ we are going to retrain these 
people, get sbrrie mbney, do this particular thing cr that, because we 
think thatihey may be dislocated. But, oh, how they are hot. We have 
saved it. Was it a run tb get sbme tltiihing money to do the job for 

vou ? WliOL did Tou help? ..... 

' So I thirikjhc human entitlement ought to be the ^first- thing that 
we start out with — approach the problem of dislocatipn through the 
human suffering, aspect, riot through preeonception. There iire iobs 
out ihere. hot \is train people, even people at work, for what jbbs might 
he there in the fut^ire. 

We are starting a remediation and basic skills education bnislviip 
prbgrnm in biir Dearbbrri cbmplex with the adult education syi?tem in 
Michigan and in the citv of Dearl^orn. brinmng them mtb the factory, 
just asJMr. Dndlej- said is one of the best pJaccs. A^in, forthose who 
wunt it, not for everybodyv not forced. l^canse_,_ as we indicajed^ but 
bf the whole thing, ybU will probably find in every program iio more 
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^^^^^ V'^ 20 percorit of the adyahta<?e of 

those j)r()ti:rains and boTu^iif from them. And perha^ps-soine 40 ox- 50 per- 
^^"t ^V^'J^l^^^ of thd cbiihselihg and 

placeiuent aspect. And the others wiilnot. _ _ 

. J^^P^^•'^:P*^^^^^l^^^^^l^^^ JlLnjierstaii^ the j^^^ ybii believe 

that counseling is absolutely an essential inp^redient in dealinnr %vith tlie 
^^^^]\'*i^^d '^^^^^^ if hot more im- 

portant, than the retraining itself. Correct? 
Mr. Savoie. Exactly. 

5rr. rAiiEv, Yes. I would submit that connseling and job search as- 
sistance arc the nlost effective and it is dcmon^^^ in the liteiatiin5. 
In fact, Marc Bendick at the Urban Institute even goes so far as to 
a^rgiie that we do not have the size, the numbers of displaced porkers 
that Jtre traditionally assumed. The Congressional Budg^ QfRce esti- 
mates between 840U100 and 2.2 million workers. I concur with Mr. 
Savoie's estimates that perhaps only about 20 to 25 percent may need 
to be retrained to get back into the work force. I ajsb would r^empha- 
fizo tho point that we should not be encouraging people for new careei^ 
if they are already possessing marketable skills. Otherwise^ we will be 
prHohg:ing the diiration of unemployment insurance. 

Tliat is whv it is very important that there be a very careful process 
be f ore j'et raining kicks in. 

Representative Lungren. Mr. Dudley. 
_ _Mr. nOTLEV. Could I address one thing I forgot to mention a while 
ago? One reason. why we have been so successful, I giiess, with the 
industry in _S6iith Carolina is we began that way 20 years ago. We 
probably have done some things in the colleges that tfotild jprbbablj 
n}«^ke a t^yi^ical edu^^^ because if we have a special school, ^e 

will move in and let thnt machine shop be taken over by training for 
t?^^t^ R^ticujar pl^^ it is our instructor or whether 

it is somobody out of the plant doing it. That particukr thing is most 
im{x)rtant, tj'xihg to^ local business and industry, rather 

than the typical educational process, if yoti understand what I am 
trying to say. 

Too many States have come in to see what we are doing in South 
Carolina and they coUld^ becaiise^^nd; example, and I am not 

going to mention the name of the State — but they could not mov^ that 
P^r^^cula^ the educators would hot 

let them move into the community college. _ 

And see, we Ibolc at our institutibhsjis b^ 
and industry. And that is a little different from what maybe some 
odticatbr s • 

Representative Lttnoren. T think all of vou have mentioned that you 
believe that retraining pro^ams^utiliz^ whatever insti tut ions 
there are,! — must allow the private sector business community to iden- 
H^.V )^hat jobs are going to l^ayaili^^^^ iliought that 

that is sort of the double indignity. If yon take someone who is unem- 
pl byed , ybn sen d them th rbii gh a t ra ini n^ p rbgra m with th e p rbmise 
of a job. Then that person does not have a job at the end. You have 
shattered that person more than if he had never taken, br she had never 
taken, a training prograni to begin with. 
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Mr: I)ui>m:v. TImm-o hm to be ii marriago between that local indus- 
trial and biisiiu'ss coiiiiiiiiiiity and that local cdiioiitibhal institution. 
At Ivnat that is the wily wc fiu^l in rriy State. 

Kcpresoiitativp Lunokex. Well, 1 guess we could go on for liours and 
Iiiiurs on this subjoct. I know that you all Imvc your own timo. liniita- 
i ions. I just want to toll yon that I appreciate very nine h this paneL 
It lias been on^ of the most interesting ami informative panels that I 
1 1 1 i 11 Ic \v e 1 1 a \ e 1 1 a d 1 1 u s sess i oi 1 a h ( 1 1 a p p reei a t e it. 

If yon have any other further tlioiights on this subject and would 
like to submit it to us at 'iny time^ we would certainly appreciate it and 
svould inakci sure that they would be a part of the record. 

Tliank yon very much. The committee stands adjourned. 

I Whereupon, at 12 noon, the comniittee adjourned, siibject to the call 
of the Chair.] 




INDUSTRIAL POLICY: THE RETRAINING NEEDS OF 
THE NATION'S LONG-TERM STRUCTURALLY UNEM- 
PLOYED WORKERS 



Retooling Aiheriea's Labor Foree: A Business Perspective 



MONDAY, SEFTEMBEB 26, 1983 

Congress or the Unite© States, 

Joint Economic Commit^ 

Washington^ DjO. 
The committee met. pursuant to notice, at 30 a.m., in Toom 2203^ 
ly^ybyi^JHouse Office/Buildings Hon. Daniel E. Lungteh (member of 
the committee) pre^oing. 

Present rJTeprese Ljangren. 

Also present: Ghjrles H. Bradford, assistant director; and Mary E. 
Eccles and Ebbert^remus, prbfessibrial staff members. 



OPENING STATEMENT OP EEPBESENTATIVE LTJNaREN, PEESIDING 

Representatiye Lungben. Good morning. First of all, welcome to 
this panel. We Jiave started a series of hearings on the overall question 
of national industrial policy and what that means or what that does 
iiot mean. And as a followup to that, we have been examining4:heissue 
of long-term unemployment, structural unemplpymeht, displaced 
workers, and sojforth. We certainly appreciate the thr^eof you taking 
the time but of your schedules to come here to appear before us. 

The problem/ of long-term structural unemployment must ad- 
dressed before the United States can enjoy a high emplbymenti Hi^h 
growth eGonomy^ without inflation once again. The challenge confront- 
ing the Nation is to rely bh competitive market forces to create jobs 
and upon traiiiing to assure that labor- market needs are met and that 
all Americana can ehjby the benefits of a prbsperbus ecOT 

The challenge, although large^ is not insurmountable. Unquestion- 
ably, prbviding training and elirriinating s^^^ 

will require cooperation between business, labor, and all levels of 

goverhraent. 

Fortunately, Federal legislation is about to go iato effect nextSat- 
urday to .meet the Natiph!s trainingLheeds. TJie^^^ 

nership ^ct provides sever^l-significantLdepartures from the past na- 
tional training and manpower pbH^^^ business cbmmunity 
is, at ItMW last, given a significant role in designing and implementing 
the traimng programs that it must turn tb fbr hew emplbyees. Secbha^ 
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unliko the past. State povommonts are given broad new res ponsibi lilies 
f 9A' ^ S- ^'^n Ul* ] J A^ LV9i'i ' J U^. ct shj f ts eni phasis f rorii p^^^ lie 

service employment, and related make-work programs, to trainmg to 
rediiee long-torm stnirtiiral iiriemplbymerit. 

These features of the Job Training Partnership Act make it a 
!nii(]ue and iniiovatlve approach to meeting America's training needs, 
hilt it reiiiains to he seen if the biisiness community and States can 
svoi'k together to design and iiiiplenierit effective tiaiiiing programs. 
Other important questions concern whether or not policies to improve 
hunian capital investniehts, such as individual training accounts and 
voucher S3'stenis, are also needed at this time. 

- The purpose of tlUs hearing is to investigate these and other issues, 
Tn two recentl)' conducted liearings on training and structural unem- 
ployment, witnesses told the fldint Economic Committee that labor 
iiiarkc?t skills and training needs are changing as society becomes more 
technologically orionted. The witnesses eniphasized that technological 
chajige is cr'\atiiig an increased need for training to keep workers em - 
l)lpyed and to equip the Nation's structurally unemployed workers 
with the skills to once again become em 

Doe.s the business community share this jp-iew that the United States 
U n < Ij^ I' i h '"^f s i n 1 11 1 n I a n c a p i t a 1 reso ii rce s ? O r i s i t the]) e r ce pt ion of t lie 
business ci)inmunity that we overinvest in ediication and training? 

T wbiild hope t Hat we could address these and other questibhs in to- 
day's hearing and T would like to welcome the witnesses and thank 
them for their participati^^ 

Before we begin, I would just like to mention to the three of you 
i » t ^y^t'_ i 1 LI ] It' 1 Ut] t\ i_h t h e ro et) rd y o j i r e 1 1 1 i re p re n a re c] _st a t o i ii eii t s, so 
that if you wish to proceed to read from it^ that; is jokay. if you wish 
t o 1 1 i^l 1 j i^l 1 1 it or g i ve just JL?r»_ni m a ry , t h a t i s al so al 1 right. 

You may proceed as you wish,- _ _ 

/I'^ ? ^ Or^^ i ^>^pss ha yp is ?f r,_ J i m Ca m pbe 1 1 , p res] d eh t of MIS S^ 
CO Corp., a_ member of the board of directors of the Chamber of 
C^M'herce of tlie Tin i ted States, representing the Chamber of Com- 
niej'ce of the TTnjted States today. 

Mr. Carnpbell, 



STATEMENT OF JAMES CAMPBEtt, CHAIRMAN, EDUCATION, 
EMPLOYMENT AND TRAINING COMMITTEE, CHAMBER OF COM- 
MERCE OF THE UNITED STATES, ACCOMPANIED BY ROBERT t, 
MARTIN, ASSOCIATE MANAGER, COMMUNITY AND REGIONAL 
DEVELOPMENT 

^fr* Campbell, Thank you very much. Congressman Lungren, I have 
witlvme today Robert L, Martin, who is bur associate manager of cbm- 
iniinity and regional development of the Chamber of Commerce of 
thc^Unitcd States. - - - - 

: Cph^ressman, T am pleased to be here today to present a business 
viewpoint i)n solutions to theJong-term structural unemployment prob^ 
\^JR t]\A i _f JirQs pu r Xa t i on , T\^e ha ye the ye ry uniq u e bppbrt un i ty of 
discussing the issues of lonTj-term structurally unemployed workers at 
a tirrie when the American ecbribrny is imprbvihg. 
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- I'ho Fc^(lor;ij i)i'<)junuins tliiit could i-esuli from these hearing^ will re- 
llvct ti'iiiriiii^ aiiU i'ci i'iiiiiiiig ncocls of a growing, expanding ecpn- 
oniy, and o tier real long-term employment opportunities. In tins con- 
n Of t i o 1 1 , U 1 e c H a 1 ii be r \v a n ts to go on reco rd as con t i nu i hg our supp drt 
i'or i'ublic Law 1)7-300, the Job Training Partnership Act. also 
want to ontH)ui'ago tjie Congress to utilize fully the training delivery 

s(» r V i eb 1 1 ui t is ji y a i I ali le i i i this act. 

Till* rhambor is ronunittect to the encouragement of sound policies 
tliat iH-oinoti* lii^H lovols of erriplpyhient. Current levels of uhemploy- 
nicnt, i)oth cyclical and .strtictural, must be reduced. This is beginning 
to liappon as a rosuli of the economic recovery and hew programs as 
the sonu to be uiuuguiated Job Training Partn^srship Act. This initjar 
p]jit V's tlio business community in a new and dramatically different 
rojo; Tt pjares ns in the leadership of the new Federal job training 
j)rograih. 

On file SUito level, JTPA creates the State Job Training Council; 
Qrie-t hird ()f o:u\lrconiicil is coihposed of representatives froin b^^ 
and in(histj:y, and it is chaired by a nongovernmental representative, 
ri^r ^J^'jdK'iJ'^ ^Ml^i I'f^^ppnsible for advising their respective governors 
on thoovenijj operation of JTPA. - i. 

On the 1 oca 1 I c ye 1 , t h e _n eAv act rees t al)l ishes jpri va te in d ust rx cou n- 
rils as the Ion tiers in tlie development and implementation of local 
L'Al>ViL*Sl>hihs. The chairperson and a^^^ 51 percent of the rriembers 

of oarli PTC niust be froiii tlie private sector.^ _ 

J^ihcc i^s eMcihjent ih October of 1982j tfie_ U.S. Chamfer has 
worked to assure the effective hiiplementation of the Job Training 
l^*l^'^hership Act. Althou^ djita are riot a v this 

time, a recent chamber survey found that 82 percent of those Stile 
M^*^ Ip^ '_^J h J iJ 111 P ^ coi li 1 li 0 rce re spoil d i n g were a ware of the rie w 
job training program. Further, 08 percent of the local chambers of 
commerce respdridirig were irivblved iri the activities of their local 
PTC, while 8i percent of the State chambers of coininerce responding 
were irivdlved iri the acttivities of the State cotiricils. 

Xot only has the U.S. Chamber been involved in JTPA, but a 
sigiuficarit riiririber of State arid locar chambers of commerce are 
actively involved in this program at this time. ^ 

Special i-ecogiiition, W(» think, goes to the Congress for shifting from 
the Federal Government to the State government administrative fiinc- 
tioris that were previbtisly performed by the Department of tabor, 
for requiring most funds, TO percent, in fact, to be spent for training 
riither than for iricoiite stijipoi't activities. And for eitablishing earn- 
. -iiigs-.gains. and reduced we! fa re dependency as inahdated jneasiires of 
perforriiaricc. Lociil PIC adiuiriistrators must meet minimum per- 
formance standards or else they^ lose their funding. 

Tliese three furidairieiital differences from previous^employment and 
training legislation i)rovided the cornerstone for biisine^^^ for 
the act and helped cenient the ne.w public-private partnership. 

Another job training program that the chamber ha^^^ 
and olise-rving Is the recently passed Rmergencv Veterans Employ- 
ment and Training Act , which pray ides $150 iriiHiori anriiially^ t^^ 
on-the-job training for unemployed Vietnam and Korean era veterans. 
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The chamber supports the concept of job training for veterans and 
will be wdrkiiig with the Veteians' Aclnnnistratibn and the Depart- 
ment of Labor to assure that the act maximizes the trainiiig funds 
available:- I^ecause this prbgiain- will provide up to 50,000 training 
opportunities and because there are currently 1.2 million unemployea 
vrterans, wo: nni?;t assure that the adiniriistrative costs are kept to an 
ril).splute niinimurn. ' 

We also will be working to see that the act utilizes the existing train- 
in^ dolivery services provided in JTPA ancLtliat the act applies the 
porfornmnce standards evahiatibris criteria of JTPA before there can 
be additional funding. 

On September 21,1983, the House passed a hew public service jobs 
program. SjDpnsored by Representative HawJcins, H.R. 1036 would 
rox^stablish the public service jobs program of the sobri-to^be-defunct 
CET A program, This program would continue the Federal Crovem- 
mont's longstanding tradition of ftmdirig make-work, deadend public 
service-type jobs, 

H.R. 1036 should^be contrasted to JTPA, where Cbrigress intention- 
ally excluded funding for public service jobs because of the dismal 
track TDcovA at CETA. Foi^this reason alone. H.R. 1036 shbiild be bp- 
UP_Sf*d, believe that th^ JTPA deserves a fighting chance to succeed 
before new legislati veiuitiatives are offered. 

_ After all, we gave CETA some 10 years to prove itself and it didn't, 
and we think the JTPA^serves some time to prove itself. 

In i^oing beyond cTTPA, h we want to address piroposals for 

clmnges in the uneiTLployment compensation system. We strongly sup- 
port imprbvementsu^ job search assistance for ITC 
claimants. But we oppose proposals to redijsign and expand the basic 
UC_ program to serve individuals other than workers who are tem- 
porarily and involuntarily off the job: We believe that the UC sys- 
t^[P_Ahould give more^ to reemplbymeht rather than pro- 
lonijed income maintenance. 

, Accordingly, we urge Confess _to require jparticipatibh in intensive 
job search and counseling programs^ asji condition for receipt of any 
extended or sji^pplemehtaj UC JTndecdL it is surprising to dis- 

cover that State employment service agencies do not pravide such job 
sea rch cbti nsel ihg. A 1 rea dy , i rbn ica 1 1 y v less th ^^11 hal f o f the empl oy e r's 
Federal unemployment tax contributions are spent on any services to 
UC claim ants. 

_ Wo urge Congress to rectify the situation by_ providing financing 
frbm a sbtirce bther than Unemplbyrrierit taxes, for U^S^emplbjonent 
service functions for individuals who are not eligible for UC, includ- 
ing labor exchange for first-time jbbseekers, services fbr migrant farm- 
workers, and special programs for exoffendere and the handicapped 
arid sb fbrth. 

We support the displaced workers title, title III of JTPA, which 
encourages States to otfer placement as.sistance arid trairiirig fbr job 
losers whose skills must be updated in order to find new jobs. 

To assure high levels of employment in the 1980's, both ecbribriiic 
reco ve ry from t h e cii rren t_ recessi on and sust ained econ om ic ^o wt h 
are needed. Achieving these goals requires support of the fbllbwirig 
fundamental policy goals. Firsts we must stimulate saving and invest- 
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ihoht work ofTort and productiyity by reducing both pisrsdrial and bus- 
itioss ttixoH. Wo nnist -fodtico thcs gi-owth of Federal spending and en- 
titlciiicht prbj^rains. We must rediice the burden of Federal r^^ 
Hons; We must encourage the moderate and steady monetary poliw. 
And lastly, we must regain intematibhal leadership by aggressively 
trading in world markets.^ - ^ - 

Einployiiieht pjjpbrtu^^ throughout this 

drcadc. According to the Department of I>abor, total employjnent will 
riso from 102,1 million to mor^e than 12D million^ at least iT percerit. 
This will mean a net gain of at least 17 to 19 million new jobs. 

Ah analysis of Uiese figures sh^^ 
tlie economy will experience the largest increase of job opportunities, 
wHijo the faiTOworker c wiJL continue to offer_ fewer 

in addition, jxiost projections show that the greatest number of serv- 
ice-orientecl job bj)portumU^ in areas such M Mlurancc^^r 
hospitals, liotels, and auto repair. Many of these service-oriented jobs 
^^9 P P*^ _ ir§ ?^year _con<^e degrees J out rather^ call upon the kind 
of training and retraining that could be provided through the Job 
Trainiiig Partnership Ac 

Equally importint to an analysis of what types of jobs will be 
created is consi deratibh of the types bf businesses that will prb vide 
them. During 1982, the Small Business Administration estimated that 
560,000 now businesses were created with the vast majbrity being small 
firms. Further, between 1979 and 1981, 60 percent of all new jobs were 
created by firms with 500 br less employees. 

So the development of any new Federal employment and training 
program must, at the v^ry least, fbcus dri the needs bf the small busi- 
ness person and provide programs to prepare Americans for jobs in 
the emerging service worker field. 

During the past 2 years, the chamber has actively worked to develop 
j\ framework for an effective national emplojpment and training policy. 
Support for JTPA represents our initial eifcrts in this area. However, 
wo believe that ftUure employment and training prc^aras should 
model JTPA and they should further reflect the fbllbwing: First, the 
creation of any public or private employment training programs-must 
meet current and emerging labor market demand. State and local gov- 
ernments should take a Jead role in improving the education system's 
ability to prepare pisbple for work. The Goverhmen^^ 
inf ormation^bout labor markets to-thepublic. The Government should 
idontifv skill heeds and assist educators and employe^ 
affected workers^ The Government should focus placement services on 
those who arfi drawing i and emplbymeht and 

services from Government- funded-programs. - ^ - 

Emplbymeht and tralhin^ should not ihcbmi trans^r 

program and actual employment and training services should be avail- 
able tP all (qualified groups in the public and private sectbrs oh a com- 
petitive basis. 

Ecbnbm i c recovery J s wel 1 _u n^dericvav. Its benefits are hb w beinjg 
realizpil. tlnemployment. inflation, iind interest rates are all down. The 
gpa,l of CbngTT^^ that will lead J^^b perm an^^^ 

job rroation and to avoid programs that are just politically attrac- 
tive. Usually, these prbpbse slibft-tefm gains and impose seribus long- 



232 



t^rm cbnse<|ue^ We lytist con t iniie to support estaWis^^^ job train- 
ing programs that offer real hope to the disadvantaged, dislocated 
"^ot^ers of Airierica^^ 

ind to that end, we urge the committee to review and act upon our 
recbmmwidatiohs. 

Thank you, Congressman Lungren. 

JTThe prepared stateirierit of Mr. Campbell, together with attach- 
ments, follow :] 
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Pbepareu Statement of James Campbell 



I am Jim Campbell, President of the MISSCO Corporation, a member of the 
Board of Directors of the Chamber of Commerce of the United Statesi and 
Chairman of the -Chamber- s- CommiJiteezQiL.Ed ucati o n. Employment and Training. 
With me today is Robert L. Martin, Associate Manager, Community and Regional 
Development, of the Chamber of Commerce of the United States. 

Mr. Chainnan, I am pleased to be here today to present a business 
viewpoint on solutions to the long-tenm structural unemployment problem facing 
bur Nation. 

We congratulate the Chairman arid cbmmi ttee members for holding these 
hearings so that representatives of all points of view can come together at 
one time. Such an arrangement furthers the exchange and cross-fertilization 
of ideas so important, if we are to arrive at a national consensus on this 
important i ssue. 

We have the very unique opportunity of discussing the issues of 
long-tenn structurally unemployed workers at a time when the Anerican economy 
is improving. The federal programs that could result f'rom these hearings will 
reflect the trairiing and retraining rieeds of a growing, exparidirig ecbribcriy arid 
offer real long-term employnierit (tppbrturiities. Iri this cbririecti on, the 
Chamber wants to gb bri recbrd as cbritiriiii.rig bur support for P.C: 97-300, the 
Job Training Partnership Act, arid ericbiirage the Congress to utilize fully the 
trainirig delivery service available in this Act. 
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Chamber Support for Job Training 

the Charnber Is coni:n1tted to the encouragement of sound policies that 
prombte high levels of anployraent. Current 1evi1s of unanplbynierit, both 
cyclical arid structural, must be reduced. This Is beglririlrig to happeri as a 
-^■*^~4f-A^-4Komy^^ and hfiK prograns. such as tft^^odri to be 

Inaugurated Job Training Partnership Act (JTPA). We are optimistic JTPAwill 
contrf bute much to solving the problaiis of disadvantaged adults, displaced 
workers, and onemployed youth through a unique publlc-pH vate partnership; 
This Initiative places the business comnunlty In a new and dranattcally 
different role *-- leadership of the new federal job training program. 
Previous federal government adventures Into this area failed In part because 
of a lack of mearilrigful involvement by the employer coninunlty. 

Dri the state level, JTPA creates the State Job training Cbbrdinating 
Cduricll. One third of each Cburicil Is ccnipbsed bf represeritati ves from 
business arid Industry! and Is chaired by a hoh-gdverrinerital represeritati ve. 
The Councils are responsible for advising their respective gbverribrs bri the 
overall operation of JTPA. 

On the local level, the new Act reestablishes Private Industry Councils 
(PICj as the headers In the development and Implementation of local training 
plans. The function oT a PIC Is to provide overall policy guidance utilizing 
the resources available from local elected officials and the business 
community, the Chal rperson and at least 51 percent of the members of each PIC 
will be from the private sector. 

S1 rice Its eriactmerit in Octbber 1982, the U.S. Chanber has wbrked to 
assure the effective Implemeritatlbri bf the Job Tralrilrig Partriership Act. 
Beginning with the Board bf Directbrs' statement bf Nbvember 10, 198?, 
(Attachnent A) and most recently with the cornpletlbri and dIstHbutlbh of the 
new Chamber primer entitled. The Mew Job Training Partnership Act, the Chsnber 
has encouraged and fostered business Involvement in the new progrffn. Although 
complete data are not available at this time, a recent Chamber survey found 
that 82 percent of those state and local chambers of coninerce respondl ng 'vere 
aware of the new job training program. Further, 98 percent of the local 




chinbers of conitierce responding were Involved in the activities of their local 
PIC. wtille 84 percent of the state chambers of cbninerce responding were 
involved in the actl'/ltles of the State CbUriclls. Not only has the U.S. 
Chanber been Involved In JTPA. but a significant riunber of state and local 

chanbers of comnerce are actively Involved In this progran. 

There are myHad reasons to explain the positive response of the 
business comnunlty to the Act, inclQdlng the outstanding congressional 
leadership of Senators Hatch and Ou^yle and Representatives Erienborn, 
Perkins, and Hawkins; the excellent worl^ of the Oepartnent of Labor led by 
Secretary Donovan arid Assistant Secretary Agri sani ; and the assi stance arid 
support provided by the Business Coalition of the National Assbclatldri of 
Manufacturers, the Conwlttee on Economic devil opment, the Business Roundtable. 
the National Alliance of Business. Special recbgnltlbri goes to Congress for: 

o shifting from the federal gbvermierit s^S^^^goverrwerit 
acini ni strati ve functions previously perfonned by the Department 
of Labor; 

o riquiHng mbst funds (7D percentlJo be spent for training 
rather than fbr Iricome support activities; and 

o establi Shi rig eafni 09S-gaini and reduced welfaridep^^^^^ 
miinHsfort niAs<:ores of oerfonnance. Local PIC actnini strators 
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maridated measores of perfonnance, _ fu^Mnn 

must meet ffiinimon perfonnance standards or lose their funding. 

These three fandanental differences from previous emplbyraerit arid training 
legislation provided the cornerstone for business support for the Act and 
helped cenent the new public-private partriership. 

Another job training program the Chanber has been monitoHng and 
observing is the recently passed Dn^rgency Veterans' Employment Training Act. 
which provides $150 millibri arinaally to fund on-the-job training fbr 
urianployed Vietristi and Korea era veterans. 
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The Chaiiber support the concept of job training for veterans and will 
be worRing wi th the Veterans' A*,ini strati bh and the Department of Labor to 
assure that the Act: 
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there_ are currently 1 . 2 ni 1 1 i bn unemployed veterans we hUst 
assure that adtii hi strati ve costs are Ite^i tfa ninifflmf) 
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utilizes the existing training delivery services provided in 
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New Legislativ e Proposal s 

A nanber of new legi^slative proposals are being offered to solve the 
tratning. retraining, and S-ployment needs facing our Nation. Each proposal 
deserves careful analysis to assure- that we continue down the positive path 
lead by JTPA - and not the wrong path of the previous CETA program. 

Public Service Jobs Prnphsal. On September 21. 1983, the House passed 
a new public service jobs progra). Sponsored by Rep. Hawkins (D-Calif.) H R 
1036 would reestablish the public service jobs program of the soon to be' 
defunct CETA program. This program would continue the federal govermnent's 
long-standing tradition of funding nake-work. dead-end public service jobs 
H.R. 1036 should be contrasted to JTPA where Congress intentionally 
exclBded funding for public service jobs, because Of the dismal track record 
^tD. I alone. H.R. 1036 should be opposed. Be believe that 

JTPA deserves a "fighting chance" to succeed before new legislative 
initiatives are offered. Afterall. we gave CETA 10 years to prove itself, and 
It didn t. JTPA deserves some time to prove itself. 
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Proposed- Ch ang e s in th e Un c mployni e nt Cbmp ensatibri System . The Chanber 
shares this Conmi^tee ' s concern for the Ibhg-tenn structurally unemployed, 
and we believe^that JTPA provides the appropriate framework for federal 
assi stance: 

in going beyond OTPA, however, we want to address proposals for changes 
in the onemployment compensation (UC) system. We strongly support 
improvements in providing better job search assistance for Uc claimants, but 
we oppose proposals to redesign and expand the basic tJG.program to serve 
individuals other than workers who are temporarily and involuntarily c.f the 
job. We believe that the UC systan should give more emphasis to reefriployment 
rather than prolonged incarie maintenance. Accordingly, we urge Cbrigess to 
require participation in intensive job search arid cburisel li rig prdgrans as a 
cbriditibri for receipt bf any extended or supplemerital UC benefits: Anyone who 
remairis uritniplbyed for at least six months can be presiined to be in need of 
this type bf assistance, which has been proven saccessfol in shortening spells 
of unsTiployment (and disqualifying UC claimants who fail to report jobs). ; 
Indeed, it is surprising to discover that state employment service agencies do 
not provide such job search counseling already. .Ironically, less than half of 
employers' Federal Unemployment Tax contributions are sperit bri any services to 
UC claimants. 

We urge Congress to rectify thi s si tuati bri by providing fi riarici rig f rbni 
a source other thari uriemplbym^rit taxes for U.S: Employment Service functions 
fbr iridivi duals who are riot eligible for UC, incTuding Tabor exchange for 
first-time job seekers, services for migrant farmworkers, and special programs 
for ex-offenders and the handicapped, etc.. _ — 

We support the Displaced Workers Title (Title III) of JTPA, which 
encoi"^ages states to offer placement- assi stance and training for job losers 
whose skills must be updated in order to find new Jobs. The Act expressly 
exempts participants from UC work search requirements while iri. Title III 
prograns. Although federal law prbhibits states frbni di sqiiali fyi rig UC 
claimants who are iri approved trairiirig, few individual take advantage of even 
the limited training opportunities, in part because the aVailabil'ty of 
Ibrig-term UC or Trade Adjusftient cash benefits discourages them from facing up 
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to penuanent changes in the Job marlcet. Exterisi bh of benefit duration wfthout 
mandatory job search or retraining encourages wbrlcers to postpdrie adjustment 
and defeats the intent of JTPA. 



To assure high levels of eroployment in the ]g80s, both economic 
recos/ery frm the current recession and sustained economic growth are needed. 
Achievlhg these goals requires support of the following fund«nental policy 
goals: 



0 stimaJate_5aying» tdvesetjerit, work ieffort, arid prbductivity by 
reducing both personal and business taxes; 

0 reduce the growth of federal spending arid entitlement programs; 

0 reduce the burden of federal regal atiohs; 

o encourage a moderate and steady monetary policy; arid 

b regairi iriternational leadership by aggressively tradi rw in 
wbrld markets. 

Attac^inerit 5 lists varfbus proposals that w-Duld accomplish these goals. 

Fotflre Dtiploymeht Oppbrturiitiei^nd-feMe Rol e of Snail Easiness 

Ej^Ployment opportani tiss are expiBctied tb rise thrbughbut this decade. 
According to the Department of tabor, total employmerit will rise from 102.1 
million to more than 120 million, at least 17 percent. This will nieari a net 
gain of at least 17 to 19 million new jobs. 

Table 1 shows projected job changes to 1990. An analysis of these 
figures shbws that the service worker sector of the economy will expeHence 
the largest increase bf job opportunities, while the farm worker category Will 
cbhtinue tb bffer fewer jbbs. With the movement of the economy shifting 
toward servlce-brierited emplbynierit, the labor force is likely to become 
increasingly donihated by Ibw and semi-skilled service jobs, in addition, 
most projections show the greatest hunber bf servlce-brierited job 
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opportunities In areas such as Insurance, real estate, hospitals, hotels, and 
auto repair. Hany of these service-oriented jobs do not require four year 
college degrees, but rather call upon the kind of tral nlng-retralnl ng that 
could be provided through the Job training Partnership Act. 

TABLE 1 — 

Projected Job Increases 1980-1990 

1980 1990 % Change 

(In thousands) (in thousands) 

White Collar 51,436 64,752 26 

BlDe^ Collar 32,435 40,497 25 

Servi ce.Workers 1 5,547 20,234 3D 

Farm Workers 2,689 2,426 • 10 

Source: "Occupational Outlook Quarterly," Spring, 1982, U.S. Department 
of Labor. 

Equally important to an analysis of What types of jobs will be created 
Is cohsiderati ph of the types of businesses that will pi^vlde them. During 
1982, the Small Business Actnini strati on estimated the 560,000 new businesses 
Were created with a vast majority being anall firms. Farther, between 1979 
arid 1981 , 60 percent of all new jobs were created by firms with 500 or less 
employees. So, the development of ar^ new federal employment and training 
progrsns mast, at the ver^ least, focus on the needs of the small 
businessperson and provide programs to prepare Americans for jobs in the 
emerging service worker field. 



Futur e Job Training L e gislation 

During the past two years the Chamber has actively worked to develop a 
framework for an effective riatibrial empldymerit arid training policy: Support — 
for JTPA represents bur iriitlai effort in this area: However, we believe that 
future anployment and training prograns should model JTPA and further reflect 
the following: 
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0 the_cceatlon-of any public or private erop1o>nient training 
programs must meet corrent and emerging labor market demands; 

0 state _and local.goyernDents should take a lead role 1ri 

Improving the education syston's ability to prepare pebble for 
work; j 

0 tfie gpyernment should suppjy inforjnation about labor markets to 
the public; — — 

° the gpyerririent shou)d_iden« and assist edacators 

and employers to retrain affected workers; 

d the qbvermient should focus pi acanent services on those who.are 
drawing income maintenance and services from goverrtnent-funded 
^ assistance programs; 

0 employment and training should not be used as an income 
transfer progran; and 

0 actual employment and_ training services should be available to 
all <?uali fled groups in the public and pH vate'r.ectors on a 
competi ti ve basi s. 

/ Ecbhcinic recovery is well underway and its benefits are being 

realized. Uhemploynieht, inflation and interest rates are down. The goal 
_ °^_^°"9'^^^_"'"^t support efforts that will lead to pennanent job 

'creation and to avoid progran s that are just politically attractive. 
Usually these propose short-term gains and impbsis serious long-term 
consequences. We mast continue to support established job training 
programs that offer real hope to the 'di sadvahtaged-di sldcated workers of 
AneHca. To that end, we urge the Committee to review arid act upbri bur 
reconiTiendati ons . 
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Foreword | 

A Commitment to Leadership I 



The Chamber of Cojnmerce of the United States hails the 
ehactrheht of the Job Training Partnership Act (P.L. 97- 
300) and will utilize its resources to help successfully im- 

plemant^it. 

This Act is a sensible and. workable law: It provides a frame- 
work for q new, vital partnership between knowledgeable 
employers and local officials. It v/ill help train people fdr real 
and permanent jobs in the p>riyate_ sector. 1 

Fortunately, this Act places the leadership of these public 
training pTograms and facilities in the_harids of jo^al^eiiiploy- 
ers who know what skills are needed and w;hat jobs are avail- 
able in the communities, ds they work iri pdrtnership with local 
elected officials to help the disadvantaged. _ ' 

The hew laW' will benefit those who need to acquire skills to 
get d job; displaced workers who must prepare for new ca- 
reers; Gtn^ ernployenp-especially small firms^who seek well- 
trained and qualifjed employees. 

The success of this new job training prdgrdm wi]i depend 
on the degree to which the business community makes d edm- 
rhitmeht to leadership of the systerh. The Act provides the 
chdrhbers of commerce with dn excellent opportunity to or- 
ganize this local and state_biisiness leadership^ 

^Therefore, the U.S: Chamber encourages local and state 

chambers and their allied business organizations to take the 
lead in implementing the Act. 

The U.S. Chdrnber also ehcdurdges trade drd professional 
dssocidtidns and business firms to join in this effort. 



No/aJhis statement was adopted by the. Board of Director of the Charnber 
o! Commerce ol the United States on November 10. 1982. following the 
ehacfmeht of the Job Training Partnership Act (P L. 97-300). 
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SELECTED ACTIONS TO SOLVE UNDiPLOYMENT PROBLEMS 



Accachmcnc B 



(General Area 



Coninunlty 
PfeVelopineot/ 
Urbnn Renewal 



Actions Needed 



Type of 
Action Needed 



Enterprise Zones 



Legislative 



Rationale for Action 



Potential Benefits 



Free enterprise approach Experiment to. Ihcrease joBs 

to urban development In depressed areas, 



Education 



JoB Training 

Partnership 

Act 
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Health 
tnsti ranee 



Reauthorize the Vocation- 
al. Educatlon.Actao that 
federal dollars are used 
as incentives for the 
vbc-ed system to make Its 
program. directly respond 
?o specific employer heeds 
- including Initial 
training of young people 
arid retraining of a mature 
workforce. 



Implement Title III of 
JTPA 



Prevent new_taxes on 
costs of employee 
health plans. 



Legislative To make better use of a 

$6.5 billion annual 
Investment - which cannot 
^ nov be . shown .to make a . 
■ .slgnlf Icani.dlff eren^re in 
e.^^'n^DS? |or students who 
complete secondary voc-ed 
and those .who complete the 
general, educaclori curricu-!- 
^H?!' (Same Is not tr.ue at 
the post-secondary level.) 

Enacted Allows state gbveriubents to 

prganlzatlon_of 

employers and others to 

direct job search, placement 
diid training assistance to 
displaced workers. 

LegJsIntlve To prevent larger costs for 

labor, particularly any 
Cb§C_would . reduce, adequate 
health care for the labor 
force. 



Reduced uhemploynent among 
youth. -_now_ 19.5,. and 48.1 
for minorities - by providing 
them with job skills that 
are compatlbls with present 
and future industry needs. 



Cost - $i5d ^$200 million, 
Would aid uhmployed skilled 
workers, _wbo. have lost their 
Jobs in declining industries. 



Prevent Increased labor_coi.t8 
that could Increase unemploy- 
ment. 
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iii'iiffiil Ai(M Actlnns Needed Type of R/itlonale for Action Potential Benefits 

Action Needed 



Unemployment Charge Federal Siipplwental Lc^islatlvo To i\"piy adva.ices .that Iniieasejnploym.en^bli'.reduclnf; 

Ciiponsation Benefits debt to federal. should. never. have. been total labor costs of businesses 

general jeyonues . (FSB was ?i..^'"P.lo.y?r.l^''''i.l^.'y.i "^^^ 

temporary extension of . speed up expiration of 

duration 1974-78). Wroil surtax 

Prdlilbit net benefit LeKislative Tp.prevent states from _ I.nc."ase employment by' reducing 

liberalization while states raising benefits vhen they total labor costs of businesses, 

are in default on loans can't afford- existing Budget savings - SI blllloii 

benefits; will encnurape. 

benefit8_ri.fop_icadlng..tp 

reduce future payroll tax 
increases 

lighten eligibility. for Legislative Tojllm.lnate.ppe!|t8 .t.P_._ In^^^se employment by reducing 

Ffderal.Supplemcntal Individuals with weak work- total labor costs of buBineases. 

Compensation ; force attachment, out on Budget savings - 5100,000. . 

strike, etc; wiil-teduce , Seduces disincentives to take 

Incentives to avoid work. Jobs. 

Regyire claimants to Itgislathe or To teach cluiraants how to Increase employnent -by reducing 

participate In programs Regulatory find their own jobs and to total labor costs-ofiusltieasefii 

teaching how to look for disqualify claimant? who. are Budget.sayiogg^Tjl.billlon.. 

jobs; not. Interested Jn.vorking; l!.educes dlsM^^^ 

will reduce benefit payout, jobs and reduces cost of labor, 

payroll taxes. 
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-Representative Lunorex. Thank you very much, Mr. Campbell, 
pur hMt_wi_tnes^^^ the vice president of 

the_£ominittee for Economic Developmcht. . — 
Welcome, arid you riiay proceed as ydii wish. 



STATEMENT OF NATHANIEL M. SEMPtE, VICE PRESIDENT, 
COMMITTEE FOR ECONOMIC DEVELOPMENT 

itr. Semplk. Congixssman Luhgreh, thank you very much. First, 
let riie apologize for getting my testimony up to you rather late. Both 
myself, my staff, and the Xerox machihe all caught the_flii__a_t the 
same tiriie. And as far as I can tell, only the Xerox machine has 
recovered. [Laughter.] 

First, let me say that, its you know,^ CED has: had a long interest 
in this area. We were actively involved in the Job TrainingJPartner- 
ship Act and %ve have maintained a continuing interest in related 
labor market policies. 

Before going- on, I would like ta coinffient directly to the questions 
that you raised in your letter, which I have not addressed in my 
testimony. 

First, is JTPA sufficient to deal with structural uhemploymeht? 

Even if we could agree as to what4;he terra "structumt unemploy- 
ment'' means, and there is a lot of diflTerence as to that^ it is too e^^^ 
to say. For nil practical purpos^es^, JITA is just getting underway. 
It is our belief that i*^ provides a new and, hopefully,^ better ajimjm^^ 
tfative '•rrangement to encourage a much greater participation of the 
business community in helping- resoiye structural uneiripl by men 
problems, but there is a lot that still has to be determined. 

Is the business community living up to its^ obligations _?_ TVell^ rbm 
any evidence that I have seen, eitnci^-from. our trustee companies or 
from o th er biisih esses, y es , in deed. Th ey _ have become Jiggressiyely 
and actively involved in JTPA. But, a^in, it is too early to say. 

But the tact of the mMter is JTPA is prim^ 
type of structural unemployment and is- dealing with a group of the 
unemployed — ^namely, the disadvantaged^and^ unemplby^ 
ment may well include a good deal of other individuals; Although 
UUv III tlocs deal with dislocated workers, it docs so in just a begin- 
iiinir faif^lnon. 

As y oil know, the structural unemplc«rrnerit problem has becbm 
increasingly complex and there. i& very little agreement as to what 
the future may bnhg. But^ we do kn that there are certain things 
that will happen in terms of labor force demographics. I detail these 
in my prepa re d st atern ent. S iiffice it to say, we do ha ve a geh e ral id e a 
what the -labor market will look like in terras of sex, race, and eth- 
nicity a few years hehjie. 

But there is -almost no agreement on what the deraand side of the 

equation will XooS like^ _ _ 

- As you know, there are three schools of thought as to wJiat the 
future will bnn^ as^b structur^^^ unemployment. T first hbldsihat 
the tT.S. economy will undergo a massive structural change, with 
technblo^ sup^lant^^^ ipanj^jobs and not enbu^ hew jobs J^ing 
created to replace them. Youjmay have seen the AFb-biO statement 
to this effect that cama but this last August. 
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. Tho second scliooi holicws ihni we araalsGoxperiencingsuch change, 
l"»L^<*<'J-^ llkvt »»*<V^i:<>iJi?r tc) havo critical job s}i6rtag:es. Tlie third 
school bcliovcs, aiul 1 would tonn this *?roup the "grradualists," who do 
see huich change jLappehin^,^ believe that the market system 
will pretty much bo capable of dealing with xihangcs and who contend 
that inUcli of the job growth will take place in traditional sectors. 
It is little wonder that policyniakers tend to be confused when the 

think that we have to be 
confusod. In my view, we all generiilly a^ree tjiat change will occiir, 
and to some extent. What wo do hot know is how much will occur? And 
I believe it is possible, and i think that JTPA is a good beginning, to 
P^^^^ sitiiatibh where we do not know 

how much will occur, but we do know that something will occur, 
Let tne explain myself. 

Fiist, I think we can agree that there are going to be three basic 
s^A'^V^'^^i*'''^! years, as ybii 

know, economists tend to define structural unemployment as occur- 
""A^ ^^'jl^n j^.^ striictiiral shif t as a rcsaJt of changing technology, 
cpnipotitive po.sition, et cetera. But recently we have also included 
^A"^^^* *^ "f^^-^^ave the skills iriitialjy to' join the 
•l"y kind of job. For example, this involves the unemployjnent prob^ 
lems of VDUtli, particularly minority y^^^ "disadvantaged," 
This is the first forni of structural unenvployment. 

Second, I think that there will be instances of higlily visible job dis- 
lb«;atioh of the- sort now going on in some of our basic industries. And 
thirds i do believe that there is going to be dislocatidh^maybe hot a 
^ot— Hut sprue that involves jobs skills misujatcli, where skill require- 
ments in the workplace change more rapidly than the skills of those 
in the labor market, 

JTow, Jis t said,-T think it is possible to adopt policies to deal witli jill 
^li''p**'_CF]D _ha_s looking at these differing kifids of niiemploy- 

ment for quite some time,-Over the last 2 years, we have been looking at 
latior hiarkot x)rby of dislocated workers. We have also been look- 
ing at the youtk problem, I will not discuss the youth problem nqwj 
^I'^^e it inyblyes i.ssii^^^^ as ediication, and this may not be the place 
to deal witli it right at th& moment, - j 

?<^gaTding larjTc dislocationv that which results^? rom 

permanent plant closings?, .next week, the CED will he considering a 
s<>i;i<>s of policy dp^ problem, \Fe believe that fail- 

jire to deal adeqjiately witji this probiejn may lead for political reasons 
/"'^'PM^^^^^^^ of "industrial policy," 'Neither protectionist meas- 
ures orplant closing legislation or the like. 

^^^^ ^^"^^ Uv^^t this that we need to 

deal with and if we are going to allow the economy to adjust to change, 
we-think that we have to d^l AH sbjnc part with this issue, 

are considering a number of policy options, both pHvate and 
Public, On the private side, brie is to institute agreements between 
A^pr arid management. Another is to adjust tlie level an fi stnicture 

^"^P^/^-^"^"* ^^^VP^'^^A*^^^^^ '^'^5**'^ wage differentials have been a 
problem. The third is to adjust assistance in response to plant closings 
of ji vf>luntiii-y nntiire. Arid we empha.size "vbliiritary'." 

Amoiig tliejMibl is the greater utilization of JTPA and 

a general refonn of the unempldynierit irisurance systerii. Arid a third 
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is libordlizihg jStutb laws to enable those receivihg UI to participate in 
training: _ 

_ Sihccj the CED has not made any biEcial prondimcemeht on these 
recoraiuendations, I cannot discuss them in great detail. I mil have 
^ to wait until Friday to do that. It often happens whenever I testiify 
" that I am^3 days too soon. ^ . _ 

_ But^ with respect to the latter two recomyhehdatioh^^ 
the. Ui system, I think- that we will agree on certain fundamental 
principles. First, any change that involves the UI system must 
flexible and responsive to demand ; second, any program should be tied 
directly to currently employed workers; third, any program slibuld 
be se if -financing, and further, any iiivolvementof business^ould be 
voluntaiy or have mandated offset by other relief in the Ul syste 
Finally,^ and perhaps most important, a training option needs to be 

included, _____ _ _ ; 

if tied into the UI, workers ought to be discouraged from staying 
bn UI _for an extended peripd of time, and encourtigGfl to participate 
in early job search and counseling. Finally, any new effort needs to be 
operated in conjunctioh with ^a^ improved employment service, 

andiis well, I might add, with the JTPA as-it develops. 

There are several j)rbpc^als now that ha_ve_ been suggested^ one 
jointly by Pat Choataani Malcolm Lovell, and another by our own 
Mr McLennan wil] ho_t detail these for you. They are 

includexl in my testimoay^ Suffice it to_ say that they are geared in 
much the direction that I have described and emphasize training as a 
necessary ingredient. _ 
_ The^main prbbleni with _these_ pLrbpbsal^^^ andj again^ I_do believe 
that they are heading in a somewhat useful direction, is the question 
bf 5^ho is _gbing to foot the bill ? ^Vheneyer^ ybii men t ion taxation in 
this 4^rocess; hackles of concern are raised in the business community 

I db bcl ie ve w ith some j list ificat ion . 

However, i do think that they do represent, and I would urge that 
ybu^ 1 bbk at t lieni oaref ill ly^a beginning hbw to deal with the long- 
term dislocation problem without having to create new Institutions. 
• I t has a 1 w a js beon a habi^ o f the Congress to create whole ne w^ irist i tu 
tions or else to fund a large program with billions of dollars. But even 
i^ P^J^^ram is d^^^ it should be m ark':* t- tested 

and experimented with before goin^j on. 

I n^i/?ht add that tliere is one other j)r^ that I know of fairly 
well and that iaone of Marc Bendick's of the Urban Institute. With- 
bn t J?b i ng into ^^^^ let n\e say that he does emjphasi^^^^ iiii- 

portanre of early ioh search.. And T happen to share his view on that 
ITTieh T was on the Labor Committee, we did a survey of a series of 
experimental job club and job search programs and I can only say 

that we were rather i^^^ ^ . 

dearly, anyone who has ever been in the position of being unem- 
ployed knows how difficult it is to g^t geared up to find anew job: 
My ^less would be that if this was heavily emphasized, and it is em- 
j)ha.^i7ed in the proposal by Malcolm Lovell and Pat Choate, that a 
good deal of the concern raised abotit staying on unemployment for a 

1 g J i r i 0h t^l^" JTi i ti 

Mr. Bendick noints out that he does not think that there is going to 
be much heed lor training of dislocated workers arid he botri shows 
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onipirical and oilior evidence to indicate that most workers who are 
iihomj)loyod hb^ 

Now this umy bo true to a certain extent, and T believe it is true to a 
c-^ertain extent^ exc^ we are dealing with how ih- 

vq] yes quite a shift, primarily in tha wage area. 

7^ Now i t is not my leel in^ t ha tr~-I ha ve had some expi^^ _w jtli this 

probjom; J worked on the assembly line myself back in the late i96G's 
ahfl I can tell you from^my own^expenence tha^^^ horribly boring 

job, probably more boring than listening to testimony, fiaughter.] 

And that it paid very good wa^es. To _me^ a^ 
king's fortune, but that it did notinvolvea great deal of job skills. And 
if I had elected to stay in that ^ob for 15 years^actuallytl 
bavo: liad a ciuince since they elapsed the plant— i would have had very 
fevy transferable skills and I wbuldliave Had a very high w^^ 
with. - . 

_ Qhe of the great problem^ thmk^ that dislocated, wbr^ 
industries are having to contend with is tlie adiustraent in their wjagesu 

I do hbt think it is necessarily sb^^ phjigatibh to m^^ 
transfer. 3^ut I do believe that, despite whatMr. Bendick says, training 

can ce rt a i h ly help mj t igat e^ t he j^rbbl e ms bf wage d i slbca t ion . 

- So T do believe training should be an option as does Ghoate and 
ve] 1 . For example^ there _is one Rrbgram in New Jersey that does 
directly train antoworkers in truck driving, Kow it is a different kind 
bf bccupatibh, but it pays reasonably well. This kind of adjustm^^ 
I believe, is useful and justifiable. T am not a great advocate of doing 
much more, such as the_bill that was passedjri the Hb^se. I feel that the 
long term — wa really need policies that are market-oriented and not 
c reat e ne w publ i c resp onses b r ne w publ ic ibbs. 

Congressman, in closing, I would like to point out that all proposals 
dealing with future change _ha^^^ ?i**st, 
vve really do not know who tie dislocated are. Now the estimates range 
from 100,000 to 2 millibn^ We Sp nQtk their characteris^^^ 

are in age, sex, educational achievement, career patterns, or family 
situations. 

I-know this would be hard to do, but I think it would be f ascinating 
to find out what happened _t^ the air traffic cbntrblle^^^^^^ T^ey had no 
assistance whatsoever in terms of their job dislocation, none whatso- 
ever. And it would be kind of interesting to see w^^ 
they actually fell back on in order to adjust or whether, in fact, they 
did adjust - - 

If there is a classic example of a dislocation problem where people 
had untransferable skills, hut were paid wages bf a fairly good nature, 
I tliink that represents it: i know it is not something that the current 
administrati' :i would go charing doing, but I do think that 
it would be an interesting^ thing to look at 

Second, the problem is just whb is tb fool" the bill? I have already 
mentioned some of the problems. The idea of cost sharing is something 
that we generally support^ But, bnce again, the questiofuis wJiois g^oing 
to bo taxied and how much, and if you do put a tax in for the business 
community, does it reprejeiit ji c^ the tent problem? 
And I believe that these are very thorny issues. 

The tlurd is tMfilDMipental qucstibri of the management capabihty 
of our employment service and our UI system financing prbblems. 
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And tEe fourth is the simple fact that whatever proposals we are 
gpiii^^^P be coh^^ deal with the current dislpcat^^ 

issue and we will be relying primarily on title f H. i have never kno\vn 
anythihj^ to happen where we can forego dealing with th_e_curj^nt 
roblem and usually that results in new legislation with a tremendous 

^^^gctary impact. 

But, in closm^, I am sympathetic with the notion that training as- 
sistance that is tied to the worker can ease trahsitibn difficulties^ 
there are those who .may criticize the SI bill, but some of us forget, 
and I used it myse^^^^^ 

of the greatest structural changes that ever occurred in this economy, 
ffoiii a war-time to a peace-time ecdiidmy. And I think the GI bill 
was a good reason, one of the major reasons, why that transition went 
as^modthly as it did. 

^In^clbsingrl-hope-youdb Iw have 
included in iny ptepared statement. I da believe tney represent Sgood" 
boginhih^. They certainly are not miracle answers. I am iiot sure that 
the CED trustees would necessarilj' share the details, but I think they 
would share the intent. 

Tlmnk you. , 

[The prepared statement of Mr. Semple, together with additional 
mater i al, foll ows:] 
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Prepared Statement of Nathaniel M. Sehple 
Mr. chairman 

My narrie is Nathaniel Seitiple and I serve as Vice President 

of the Committee for Economic Development and Secretary., of its 

Research and Policy Committee, otherwise known as CED. CED 
is comprised of 200 leading business executives and educational 
.leaders who actively develop policy recommendations on a variety 
•^f economic and other important issues facing the country. 

We at CED have lOhg held a special interest in employment and 
labor market policy and were, most recently, actively involved in 
development of the Job Training Partnership Act. We have also 
maintained a continuing interest in related policies such as 
unemployment insurance, dislocated workers, and other matters 
related tp structural uriempldyihehht . 

We are currently .d)i^v.£loping a series of proposals on labor 
market policy as part of our study on international competitiveness 
which we hope to release late this year. I will refer to biir 
tentative conclusions on this study as I proceed. 

The structural unemployment problem has become./increasingiy 
complex, more so, perhaps, than at any time in recent history. 
However, there are certain "facts" I believe most experts would 
agree on in terms of what the labor market will look like in the 
years to come. We are fairly certain that: 

I) The l:a:bor^-force will continue to grow but at 

diminishing rates by 1995. Two-thirds of this 
growth w'ill likely be provided by women. 

Although partially based on prior CED policy statements, 
these Views expressed herein are. entirely those of the 
author_.and_iD_no_way_represen£_the views of individual CED 
trustees or their organizations. 
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2) Prime agfe workers (25-54 years old) will con- 
tinually increase as a percentage of the labor- 
force arid will grow from a level of 65 percent 

today to over 72 percent by 1995. 

3) Female participation rates will continue to in- 
crease and by 1995 women may account for as much as 
half of the total labor market. 

4) The rate of empldyihent in the service area will 
continue to grow — at a slightly less rapid 

pace than we have been experiencing, but at a rate 
faster than in manufacturing: which by 1995 will 
represent less than 20 percent of the labor force. 

5) With the passage of the baby boom, the labor force 
will continue to "age" and that youth ' s share of 
the labor market will fal ^ to about 13 percent as 
compareca to about 16 percent today. 

6 ) The representation Of blacks and other minority 
groups will -c ontinu e t o incr ease and between 1985 
anca 1990 their rates of entry into the labor market 
will at least double that for whites.^ 

But this is where any agreement ends. There is virtually 
no agreement oh what impact competitive and technological changes 
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will have o. labor market. At no time in my experience -- 

and i have sc.-. most of my c£.reer dealing with structural un- 
employinent issues — have I witnessed such confusion of the 
— J*«xpor-tc " on wha t-—^tru&tural— unemployment, x&ally— i^s-and-what the-., 
future may hi ng. 

There are three general schools of thought. The first holds 
that the U.S. economy is experiencing massive structural charge — 
akin to that of the industrial revolution. This observation 
asserts persistently high levels of "structural uhemployineht" , 

with technology supplanting many joias and not enough new jobs 

- - - 2 _ _ _ 

being creatied to replace them. it is estimated by some that 

job losses resulting from technology and foreign competition 

could reach cf high as 10 to 15 million workers, with much of 

this occurring in the next few years. 

The second s c]i ool a 1 so _bel i e ves we are ___e xpe riencin^Ta " ~~ 7 

profound chanae in the economy for much the same reasons, but 
thinks our biggest challenge will be to deal with a growing 
cumulative skill shortage, particularly in areas such as in- 
dustrial machinery repair, computer operators, machinists, tool 
and die makers &hd the like.^ This latter school sees technology 
impacting throughout the occupation spectrum,- and envisions 
the urgent heed for both training new entrants and retraining 
the existing work force to meet changing job requirements . > 
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Some of those who hold these views call for significant govern- 
ment involvement, either in large scale job creetion to offset 
unemployment, or in providing a fair share of the resources for 
-^raini-ag-Haxid_-re training the work force to "man" the economy of 
the future: A bill responding to this expectation has been 
recently introduced by Senator Nunn, who predicts the ciiniuIatiVe 
shortage to be in the neighbor hood of 2 million. 

The, third school are those who I would call the "gradualists. 
This school citet the empirical evidence of the past to show that 
the shift wi3 1 not be as profound as some might believe. They 
believe that job creation will occur, in very traditional sectors, 
and that the marketplace will be by and large capa&le of irespondin 
to shifts in job aemahds!" and training requirements. This schoo] 
views dislocation more as a problem of wages and sees the chief 

problen^ being the . transitioh._M_a„'^:o^J^ ^ ^i^^her-paying 

_ ^ 

jobs to lower-paying occupations. 

Little v'onder Dolicy makers are confused. You needn't be, 
for while experts do disagree bri the extent of change, its 
impact, and the ability of the market system to deal wir.h it, 
they do agree that some change will occur. Anid I belieVe most 
would agree that we will be faced with structural unemployment 
iri these readily perceived areas. 

First, we will continue to experience emplbyrneht problems 
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among youth, particularly minority youtfi and other hew entrants to 
the labor market. 

Second, there will be occurrences of highly visj.bie job 
dislocation of the sort now going on in some Of bur basic industries, 
as: well as some displacement of other manufacturing jobs which will 
be shifted overseas^ 

Third, we will see some job/skill mismatch, both within existing 
occupations where current workers fail to keep pace with changing 
.1ob requirements and when hew jobs will go unfilled because 
of "sK.iii shortages." 

I believe it is pocsible to ac3opt policies to address these 
areas v-£thbut sever I y impacting the budget. To do so, they ne»?d 
to be flexible, be designed to respond to change a^ it Occurs, 
and not be pred : cated upon h ow much will occur. 

On tile issue of youth uhemploymeht, although the aggregate 
number of jobless youth will decline, black youth will continue 
to experience serious labor market problems.^ Much of the 
solution to this problem rests with improving the schools in bur 
nation's cities, and convincing a generation of youth that attend- 
ing school is a critical ingredient to long-term success. 

Considerable national public attention is now being paid to 
our e£2ucational problem. CF.D has initiated its own look at the 
prbbleni under the leadership cf Owen Butler, Chairman of the Procter 
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and Gamble Company, but from a quite different perspective. We 
intend to define, front a X"®^"^^^ perspective, those skills which a 
young person who is not goiK^ on to higher education will heed to 
obtain productive employineht:\A better descriptoh of this effort 
is contained in the attached material which I would liice to have 
inserted in the record. \ 

For my own part and what t an\ about to: say represents my views 
only and in ho Way is to be viewed as representing the thoughts 
of CED's trustees — I believe it is extremely importaht; ih addition 
to upgracJing schoool quality and standards), to provide young people 
with job experience. One recent experiment has shown that linking 
schools with job experience can have a profound efftrt oh ehcourag- 
ing youth to remain in and returh to school. Rathdr than take the 
time to detail this approach, T refer you to several reports of . 
the Manpower Demonstration Research Cbrporatibh ^^bh the results 

of the Youtii incehtive-^progrOTi expertanetitr-fnndedYindex--the-Youth 

bembhstratibh Projects Act of 1977. The program. '^rovicJecJ more 
than 76,000 -^.isadvantaged youth with wbrk experience provided they 
returned to or remaihed in school in good standing. The most 
significant results were that black youth employment cSoubled in 
the targeted areas, c3rop-out rates were drar;iatical' y reduced, and 
a significant number but of school chose to retvtn, — all at an 
average cost of about $2000 per participant. I believe that 
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efforts of thiii kind could \:c initiated within the current budget 
constraints, although it woutd require shifting priorities^ 

Addressing the problem of one-time, large-scale localized 
clislocdtibh which results firbm permanent plant jlosings is 
one of the most important pol itical problems to resolve - a 
problem which causes us continual concern. The failure to deal 
adequately with this problem could lead to numerous protectionist 
and otiier industrial policies that would prevent necessary 
structural realignment. 

■ This next week, the CED trustees will be considering a 
series of policy options devoted to this problem. I am not in a 
position, today, to tell you precisely what they intencJ to recommend, 
although for the raost part, the CED trustees shard the "gradualist" 
view . of.._Llae. pxob-Len.* — However they... do -.scO:^ a nood- to- ini tia te both — 
private and public resp'^nses to assisting dislocated workers. 

— yhu pr ivAt x i -rtit^ptjua^a they are - consider ing include:^ — 

instituting agreements between labor and management 



on jointly sponsored programs to assist permanently 
displaced workers; * 

ad j us ting the level and structure. g_f_empl oymeot. compen- 
sation, where wage differentials have been a major 
factor in a firm's competitive position; 



* A well known example i.i the "Downriver" project now being 
operat-^d under joint spo sorsiiip by £ho OAW and Ford Motor 
Company. 
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adjustment, oasistafcce in response to plant closings, \ 
of a voluntary natiure, which might include prenotif ication, 
severance pay assistance, extension of benefit coverage 
and _ cooperation with public sector training and re- \ 
location progrjunsJ \ 



\ 
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Among the publxc options are : 

greater utilization of the provisibni of - Title I II 
pf_the Job Training partnership Kct , Working.thrPugh 
the private industry councils established under JTPA. 

general refora.of .tbe.Unemploynent Insiirance system 
tQ_make_it more effective in providing transition 
assistance, which could include resolving the current UI 

deficits ; instituting -a mininum- uhiJortn__waitiDg 

period of 10 days to 2 veeks_bef ore .program benefits 
begin; instituting mandated. jpb.search seminar during 
the waiting periQd^__amd. possible, instituting a second 
tivr_to. the UI system to provide a separate account 

which would be used by permanently dislocated workers 

to finance their retrain! "^g; 

liberalizing. state_laws to enable those receiving' UI 
to participate ;n training. 

- ■ - f he CED is CO n s ide r in g a Wiimbe'r* d f 's pe C tttZ 'approaches Tind e r - 

the various options, particularly with respect to the new training 
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Jnti Since' the trustees have not officially voted on which 
approach to pursue, I will elaborate oh what I believe are^the 
essential principles which any proposal shoulcJ contain and -hen 
briefly comment on two such propooali one developed by Kenneth 
McLennan of CED; and the seddHd by Malcolm Lovell of the Brookings 
Institute ahd^'Pat Choate of TRW. 



Tt — A series of recdmniehdations.along. these, lines can be 
found in the euslness_RouDdtable._iBRT)__position papers on 
plant closings (Washington, DC: BRT 1983, Mimeograph). 
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In my opinion, since it is extremely difficult to judge the 
rate of change, or the seriousness of the dislocated worker pro- 
blem, any policy should: 

1) be flexible and responsive t-o demand; 
• 2) be tied directly to currently emplcyto workers; 

3) be self-financing; t 

4) be. ypluntary^ or^ if mandated, . of f set by 
strengthening the 01 experience rating; 

5) if tied into UI , be designed to discourage 
staying on 01 for an extended period of time; 

6) encourage early job search and Counseling; 

7) be operated in con junction with a greatly 
xmprdved employment service. 

None of tho proposals I intend to discuss satisfy this 

last point: the management problems of ■ the Employment Service. 

I am particularly concerned abdiit the lack of attention that has 

-been-pai^ - to - the-ES . Thi-s-agency- is -one of ^he-ittast-xinportant 

government tools in the labor market, yet it continues to suffer 

from serious administrative problems. t will now briefly comment 

on these proposals. 

Malcoxm Love! 1 /Pat Choate ♦ 

This is a combined proposal, involving two tiers. The fiist 



* Malcolm Loveli is now associated with the Brookings Institute 
and Pat Choate is Senior Economics Analyst at TRW, inc. 



256 



part is a basic program with broacJ eligibility criteria providing 
intense job search assistance coupled with vastly imprbved labor 
market information, education and training options, and where nec- 
essary r income support beyond the normal 26 woeks of unemployment: 
insurance. The second part of this approach is an optional self- 
financing individual training account (ITA) designed to provide 
additional resources which an individual can use both for ex- 
tensive retraining and for relocation^ 

For both programs, the term "dislocated worker" is defined to 
include any laid-off employee with 4 years of covered Ul employment 
who has been certified by his or her former employer as unlikely to 
return for work in that company within a six-month period. This 
is an effort to distinguish these individualc . f com "disadvantaged" 
and from those whb are "cyclically" unemployed and are likely to 

Be recalled. The definition is also designed to exclude tjiiose 

workers who have the capability of moving from one company to 
another and will Hot require special assistance. Unlike the Trade 
Adjustment Assistance Program, it does not require tHe gbvernmeHt 
to make a finding that a specific industry is "declining" for a 
laid-off worker to Be eligible. 

Once certified, a la^cJ-off worker will be offered a choice 
to join a "basic program" or to proceed independently to find new 
work, if he or she chooses not to opt for this program after 
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a four week per\oc3, the options would be foreclosed. 

The badic program requires the participant to engage in a 

iorty-hjur-a-week- schedule^of.. job search,,: daring::vhicIri:time.,U:f : 

a "suitable" job offer "is made, the individual would be required 
to taJcie it. If hb job is f diirid , after 8-12 weeks of intensive job 
search and counseling, then education and retraining opportunities 
would be made available. Certification of the training would be 
made through the States, either through the newly established PICs, 
the Ei."^, or some other arrangement. A voucher:, would be provided 
that would cover the full cost of a relatively short retraining 
effort and a percentage of the cost of a longer-term 'program. After 
successful completion of training a participant would be eligible 
to resume the job search process until a job was founcJ. 

This training part of the prbgrani would be financed through 

a "user tax" to be paid in equal measure by employees and_ 

employers in a payroll cax. The authors envision a levy of . bl 
cent ah hour on employers and a similar amount oh employees which 
would raise the targeted amount of about $3 billion estimated to 
be the overall cost of such an effort. This amount would be 
placed in a Separate trust which coulrl not be borrowed agaihsti 

The second tier of the program would be an individual train- 
ing account, very closely modelled on the existing IRAS. similar 
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to whole life insurance programs, a premium would be paid ot 
approximately $116 each to an insurance fund (this equals about 
18% in wages up to a maxrmuin of $250). The contributions would 
be tax deductible. Part of the premium would cover workers laid 
off before their individual fund builds up to the maximum of 
$4000. The account would accrue interest at existing government 
rates. Zl not used for . training , it could be drawn for retirerherit 
under thi same conditions that apply to IRfis. 

A worker could draw on this fund for financing training at 
any time after beinq certified as dislocated. However, a Worker 
would have to take this option to remain eligible for receiving 
supplemental UI benefits. 

Interestingly enough, this latter approach is in keeping 
with an effort made by Senator Dan Quayle to allow certified 
dislocated workers to drawn down their IRA without tax penalty, 
except, it is much mere specific and limits the use of the funds 
for the single p^^pose of training. 

Unlike the first "tier", this latter tier is voluntary. 

The McL ennan Proposal * 

Dr. McLennan 's proposal shares many aspects of the 
Lovell/Choate concept ejtceot that it works directly with 01 



* — Dr: Kenn^-: y.cLennaD.is. Vice. President and Director of 

Industrial Studios at the Committee for Economic Df/elopment 
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financing arrangements to provide for nibre effective experience 
ratings and a longer Waiting period. 

Dr. McLennan would also establish an Individual Training 
Account, to be financed by a portion (about 10%) of the employer 
tax; Each account would 5e fully funded; and interest would 
accrue to the funds credited to it. Eligibility would be similar, 
with an employer certifying dislocation and continuous 3?bor 
market experience of 5 years. Unlike the Lovell/Choate approach; 
the accumulated funds (which would accrue tc approximately $3000 
after 10 years in an interest-bearing account) could be useci 
solely at a worker's discretion and for whatever purpose the 
worker envifiions. Dr. McLennan believes that only the vorker 
knows his or her most important needs. In essence. Dr. McLennan's 
proposal is a savings system that provides, the workers with a cash 
resource to assist in transition. 

br.' McLennan also proposes allowing workers at the 26 week 
period to utilize the value of 50 to 75 pt : cent of the 13-week 
Federal extended program as a reemployment voucher. He estimates 
that the value of the voucher would amount to from $750 to ^1125 
to be used as a cash incentive to employers to hire the long- 
term unemployed. A more detailed description of this approach 
IS provided in t'n& appendix. 

While I have difficulties with various aspects of these 
proposals, they nevertheless meet the condit.rons I have enumerated 




260 

above in any "aisIoCiiced worker** program. They are flexible 
and market oriented; they provide a number of options and are 
tied to the individual workers; they are, in most respects, 
self -financing ; and they emphasize early job search and training. 

These proposals, are essentially directed to those who lose 
their jobs through permanent "lay-off" and of these, to those 
who have strong labor market attactuneht; In general, they are 
not directed to those who lose their jobs because of broad 
applications of technology and changing skill requirements 
which can occur through the bccupatibh spectrum. If such 
dislocation does occur, much of it will take place in. services, 
w..f?re the concept of a "layoff" does hot really exist i 

Marc BehaicK of the Urban Inst.- tute ra: res an inte'-^Fting 
, oint in this regard in a paper hi released in. February last 
year. He argues that: "the pr;>olpr;ii- of H Located workers are 
more appropriately addrc:.3ed if dislocc -ion is seen less as a 
characteris' T of i.. Idencif i^,l>ie population of individuals 
than fts :i recurrent terr.,^or.i:r^ co:»ditibn in the career of the 
majority of wbrk:^r . Mr. Bendick argues that any retraining 
syster should be n-.acJe avar iable to all workers, whether on the 
job or net, and proboses Tnat we look at the French model: In 
essencL', the French appi'oach is a social insurance fund for 
mid-career traininc. The funcJ is derived solely from corporate 
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taxation, estimated to be about 1.6% of a firm's total wage bill. 
Eitiplbyers are allowed to "satisfy" this requirement by (1) financing 
internal training; (2) making a financial contribution to a 
training insurance fund, jointly sponsored by employers, employer 
associatic.is and unions; contributing to other training institutions; 
and/or (4) contributing to government sponsored training institutions: 

Under this approach, funds would be made available to those 
"on the job" to obtain training, either to upgrade their existing 
skills or to obtain new ones. Both living benefits and tuition 
payments would be available to those who Icse their jobs. 

Althcugh there are copsid'^rably different adntinistrative 
arrangements, there really isn't a great deal of difference 
m purpose between that of Mr. Bendick's and that of the other 
approach*. have mentioned, except for allowing currently 
employed workers to obtain additional training. A;ii: if we do 
v»iscover "dislocation" to include a larg<3 number in the general 
ecbhbiriy, these other proposals could be rrodified to take this 
into account. 

Although he supports the notion of a training insurance fund , 
Mr. Bepdick does hot Delieve that there will be much of a heed to 
retrain dislocated workers, whatever t\ie cause of their dislocation. 
He argues that most dislocatecJ workers will either (ij be rehired 
by their fbrttier eniplbyers; (2) find similar ertiplbyiiieht elsewhere; 
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(3) obtain new jobs where there is either no training requirement 
or where Ehe training is provided by new employers? or (4) drop 
out of the Id-jor market for personal reasons, such as retirement, 
or in the case of twb-wbrker families , where one elects to stay 
home with the family. 

Empirical evicJence tencJs to support this case, RIthough, 
as I will discuss below I believe we are experiencing a somewhat 
different situation among our currently dislocated workers parti- 
cularly in our unionized industries. 

If this is true, then considerable emphasis on job search 
is justified. In his paper. Dr. Bendicic states that "job seArch" 
is the key. . Ho argues that most unemployed workers lack job 
search skills; and that we do hot have in place adequate insti- 
tutional arrangements to provide them with theie ikilli. He argues 
that as a possible m->del we look to the Canadiah Manpower Con- 
sultivi Service (MCS) which is heavily involved in provicJing 
job search and consultive services to diilocated workers and 
works primarily through local employer-union committees. In 
iome respects, this is the approach that has been taken by the 
DSW-Ford '"Downriver" project in Detro-t. Mr. Behdick also .argues 
that we look at '^job clubs" as a possible device. 

I share his enthusiasm for "job clubs". '.Jhile. serving on 
the staff of th-s House EcJucation and Labor Committee, we undertook 
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a field survey of n number of such experimental "clubs" and 
frankly, we were quite impressed. Such clubs tend to provide 
the ihstitutibhal focQs and emotional suppcrt that Unemployed 
workers need when they are looking for a new job. In addition, 
they can provide considerable training in technique . Anyone 
who has had. to look for Work khx^ws that job search is an acqaired 
skill, and for those of us who have enjoyed a long labor market 
attachment, we have not had to learn it. This is particularly 
true for those with seniority in our heavy industries. 

But I do not believe "job clubs" can do it alone. One of 
the points Mr. Bendick makes in suggesting that dislocated wdrl^er 
do not need training is that workers can obtain new jobs where no 
training is requirecJ or where employers provide the training. This 
would be true fo." job replacement which is of comparable wages 
or for those who have transferable skills. It is not true for 
those who have enjoyed a wage premium and do not have transferable 
skills. As Wachter arid Washer suggest the problem in our hear-;' 
industries is not the availability of jobs, but of the wage 
differentials . 

From my experience oh the assembly line -- I worked at 
the Chrysler Lynch Road axle plant in the late '60's — the 
wages were high (at the time they represented a small fortune 
to me) but the jobs were extremely dull and not demanding of a 
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"great deal of skill. If I had chosen to stay at the plant for 
rhe J. ♦ •-■ 15 years, I would not have had itiuch in the way r f 
tL:**.sf erable skills. (As it is, I would not have been ^ble to, 
since the plant was closed several years ago) . 

For most in this cate'go^^., the jobs, that are available 
are much lower paying. The fundamental question , in my mind, is 
how much obligation society has, be it the corporation, the 
union, or the government, to help these individuals obtain comparable 
paying jobs. 

I dbiibt, it Will be possible to ever devise a scheme that - , 
guarantees a direct transfer, nor do I believe we should. The 
jobs simply aren't -^-here. But I do believe training can help 
workers minimize the wage loss, and can help to a considerable 
extent. I know of one example where ti'aihing has lead to a 
fairly comparable wage, and that is truck driving school that,^""'" 
has been set up in Delaware expressly cJesignecJ to retrain- auto 
workers. 

But I do believe the cost should be equally distributecJ , 
and' this is why I find the concepts proposed by Messrs. Lovell, 
Choate and McLennan do have merit. They are premised or a jointly 
shared obligation by employers, employees and to some extent, 
the government, in providing some protection for workers in ah 
increasingly uncertain environment. 
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Despite ihy support for the ribtibhs expressed in these various 
proposals, tKey must be tested on the basis of Soitie important 
realities. First, it is extremely difficult to define just who 
is "dislocated". Estimates range from 100,000 to two million. 
The fact is we do hot know the characteristics of the "average" 
dislocated worker, be it in terms of age, sex, educational 
achievement, career patterns,' c. family situations. All of 
these proposals make a somewhat arbitrary definition. Snd 
"^"while I believe they are about as good as any we can devise 
at the moment, I believe we need to know a good deal more about 
just who we are talking about before forging ahead. 

Second, is the problem of just who is to "foot the bill", 
and whether the arrangement should be mahdatdry or voluntary, 
Rlthough I support the idea of "cost-sharing" it will be extremely 
difficult, both practically and politically, to define what one 
means. And if a system is to be laahdated, considerable hurdles 
have to be overcome if employers are to be willing to pay a 
new "tax". If voluntary, sufficient incentives need to be put 
into place, but what these are again raise a number of thorny issues 

Third, there is the fundamental problem cf management capa- 
bility of our exAjting labor market in3tiv.utions and the financial 
crisis of our current 01 program; Despite years of sometimes 
serious, but usually half-hearted attempts, neither of these 
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problems have been resolved. 

Fourth, all of these proposals would do little for those 
who are how dislocated. All we have available currently is 
Title III of JTPA. And while I believe this program can help, 
the fact is that to cover all those now out of work would require 
a vast expansion of this effort, a hear impossibility in light 
of current budget constraints. It would be difficult to 
institute any new approach for future dislocation when those 
currently unemployed are not being dealt with. 

Finally, if a new approach is tried, I would strongly urge 
tiiat it be market tested^ It would be a serious m.istalce not to do 
so. There are simply too many unanswered questions on administra- 
tive and other arrai. , jments that need to be addressed, but can only 
be addressed after seeing a porgram in dperatior-i; 

Despite my reservations, underlying each nolion — a notion 
I 2uti sympathetic with — is that training assistance that is 
tied to the wbrHer caii ease transition difficulties, itiuch the 
way the GI bill served as transition for millions of veterans 
into a peace-tir.ie economy; We often forget that one of the 
greatest str"ctura] changes that this economy went through was 
after Worl3 War II wht2n an entire industrial base was shifted 
almost overnight. In my view, the GI bill was in no small 
mee^sure responsible fcr making that transition as successful 
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as it war. 

These proposals reflec*i that we are again going through 
a transition, of a different sort, and perhaps less dramatiCf 
but they see the human resource element as important to assuring 
an effective transition, and this Is a view i share. I would 
hope that ideas of this sort are looked at carefully and not 
dispatched because of a sense that this is not the time to try 
something new. 
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_LISTINGA0F. FOOTNOTES, CpNTAINEr_ 
_IN.. TESTIMONY . OF NATHANIEL SEMPLE 
BEFORE THE_ JO^NT.ECONOMIC QOMMITTEE 
/ September 26, 1983 



1; See, U>S. lionq-term Review Summer 1983, Data Resources, Inc. 
1.76 to l\ 84. 

_____ ___/ , 

2, The clear est_statement_of this view can be found in "The 
Future^, of Work"j_ a rePprt of the i^L-CIO Committee on the 
Evolution of _Workj__ August 1983. Also se 

Retooling the .American Wor k Force : Toward a National 

Training Strategy (Washington , DC : Arrow Printing Service, 
Northeast-Midwest Institute, July 1982). 



3. A number of statements sharing this view can be fburd in 

High-Technt!)l:oc ry , Public Polici G S f or— the- l^Os , a Natibnal 
Journal _ Issue Book. See, particularly, articles by F. Carl 
Willeobrock and Pat Choate. ' 



4. See Michaiil L. Wachter, "Labor Market Policies in Response 
to frracturai Changes in Labor Demahd-, - (PehhsylVahia: 
Department of Economics, University of Pennsylvania)^; 
William L. Wascher, Board of Governor s^ Federal Reserve, 
a ''-.iper presented to the Jac)csbh Hole Symposivim^ August 
1983) ; also, Kenneth McLehhah; "EmpXoymeht and TrainiHg 
Strategies in a Changing Economy" i& paper prepared for 
the American Enterprise Institute Public_Policy Forum 
bh Conditions of Growth, December 6-9, 1982). 



5. See David O'Neill, "Labor Market Problems of Teenagers. 
Result Largely from Doing Ifborly. ic.SchOol" (Washington, 
DC: U.S. Government Printing Office, March 29, 1983). 



6. Marc Bendick^ Jr. Workers /Dislocate d By Economic Char <ge-^ 
Towards New._Career5 for Mg^dcareer Worker- Tr^ns fo rmat icn.- 
K Research Paper by The Urban Institute, February, 1982. 
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ISxc e^pt ^^rem THE JOURNAJ CT IIS 
" T^TITUm roR_SOClCffiC^ STUDIES 
VblURfe VIII, Number 2 Surtiner x983 

Unemployment insurange: 

TO HELP DlSLOGAtED WORKERS 



Kenneth McLennan 



In the 50 years since its enactment under the New Deal, Fed- 
?''3':3_tate unertlploy^^ insurance JUI) has been extended to cover 
almost^all workers. Moreover, quaHfjcations for benefits have been 
systematically liberalized. In 11 states, benefits are paid on the first 
day of uriemployment. The remaining states pay benefits after one 
week of Uriimploymerit. 



Unemployment insurance has broad national support. The 
::onventjonal wijsdom, frequently expressed by officials and interest 
group leaders, is that Ul is bur most successful labor market pro- 
i^ram arid Uased on sdUhd social insurance principals. 

This view of the program is completely, unjustified: 

Many state Ui trust funds are today in a desperate ririarinjaj 
position. By January 1M had borrowed a total of S8.3 

billion from the Federal government m prdej- to meej the^Ul pay- 
ments to which they will be liable t; r s year. Those will total some $25 
billibri.' Meantinie, "overpaymeh to urierhployed workers con- 
stitute a substantial waste of Ul resdUrces. When the current reces- 
sion ends, many state trust funds will still be In deficit. 

The well-initentibhed expansion of Lhe program (see box, 
' Ovei^iew of the Uriempldymerit IrisUrarice Program") has been ac- 
companied by poMc]/ chariges rnuch at variance w|th the original 
goals of the program; These were described by John R. Commons, 
whose students at the University of Wiscbnsin played a decisive role 
in establishing Wisconsin's precursor Uriemploymeht Ihsurahce pro- 
gram and later were sigri'ficant figures in the New Deal ferment in 

' The recent extension of Federal Supplementai Compensation will, in fact, bring totai Ul ex- 
pehdlturids to sbrne $30 bill ion. 
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OVERVIEW OF THE ONEMPbOYMENT 
INSURANCE SYSTEM. 



The Federal-state unemploymem 
was established almost 50 years ago to provide workers who 
were firmly attached to the labor force with iricbrne support 
when they were laid off dUringa recession. H has also assL^ted 
erhplbyer^ by rfraintainlrlg a miriimurn level of consumer pur- 
chasing during economic downturns. 

'^CottiponeiHs . .J;'"^ ' 

There aro threLC^^ thesystem: i^ura 

.* U|» Extended Benefits (gfe/aiid Federal Suppiementai Gompen- 
'^3ation (FSC|fc:s*^\'-^W ' | 

R^gularUI ■']'■:■'. \"'^-^ '- ' ^ :| 

r;^ NHimy-severrperGent ot the worK force is covered by thcs^^ 
program^, Escb state has its dwh pros^am. State law prescribes 
tax structt^^' systemv^*i§ibility to? benefitsr^ 

. afi^benelitt 

. .- .V--^ Financin3?'\-^ ,J 
y ^^'i- 5 '^:U^{^Sitnancetf itrS^ ta*.x>n em>- 

'\' : ; v ' ploye/^ii'TIi^ tt^xes areTdeteH^ ahU cdltected by v*^ 



- ^ }^ oci the timi p^iii la Af^agis to eairfr emproyee 
V' but pitiMidfha^^^U 

4'^'':.: ' The diff«ren=ce be ween- theFedera 

; ^ and tH# crodff (2.7j l«:^.ff fiercef^ the Federal > ; 

/ ' gc^emment usis tor^^ 

? ^ for a iDOTi f und^ for ^t^^s to^dmw-upori and for finan- -:k 

/ ^ :'i cih€^paft o^th^E)^wde^ j .ix^ ;v'^ 

' • Tj^ staids' dtf tiax^'dr employers a ^ 

• ' percenfrate. EScH state H^^ a ran^^e of rateeif rom 0 ; 

• ^^bc>hi^ -J 
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(3 

qaently lay oft emplbyees^and at ] 



rates if they frequently lay oft employees^ 
lower rates if employment is nrore st|tf)J^^ 
atHp wa^e ba^ also vajies tvjr.state^ and can tje as 

r Becaasejhfiany W 
tax rates vilppse substiirtlaHir m 19^. The current 
2.7 percertt^^ credit will User tcF 5.4 percent. 



BJglbUtty f^r Benefits: 



haW worKed Jdr ai ceiRafft nurpber o^Weefe W 



^^eriQlbf 



pa^ yeah the fiiltift^ tie^ieflfetfie 



of cfcrfng thftpaSKyear; 
Tb continue^ t^J^ 

^ive!^ 

: . iolb^ bat the enforttemeriiot 
nyeni; Seivic^ BfrfPv ^^^^ 





^ v^{^(»rdW#:t^ 

:;^;i^4oB9f;tcl«^^ , 
; . ?f«veekl^ wagi^dSiffl " -^1 

vb^^^i^ so Hi{^ pia^d !^|R|N^^ 

don :neir pr^iouf ' * ' ' 

;> 1 ^. • •eprevta^'wT 
i ; on the nigh^^ 

;,Weeatf|y(^^^j^^r^^ 
'■r1:\;^ln;the&BS^ 

cMYfdur weeks. ^ J 

one week or payment staerti^^ 



datetriated ^ 1 

1 




• . . z ^ *^ 

rl; juJ 
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Extended Benefits \EB) *^ ^ " ^ ^ - ^ 

Ul- claimants wiro. exhaust their regular benefits, ma^ J 
receive Extended Benefits (for 1^3 additional weeKs) if the EB 1 
program is "triggered in" by high onerryloymCTt ;EB^^j^ j 
nanced 5Q percent by Federal gcyernment anc( 50^ percent, by I 
state taxes on empr^yers. f^ receive EB* tfte ^S»r must have J 
worked 20 weeks in the year piior to thedriginlU peribdof imerh-^ ' 
. • plbyrY»«nt,. , . ' v"'V ;^.- . ' 

Federal SoppfepfRrmalXqmpii^ : v ^ : > ' ' 

^^3^femp6riry/progr^ 

tBftded tene^ts, mdaf4in high Unampibym^ 

rec^;»e pei^m^n S ani^t^B^^ki i^f acftftlipna^^ payrheiTts3 

Th^e^nefits wfir be financfeti enUrefyd Federal geiferal 

.;Lre>{emjie^- ,:^J-: .f^.-. i.- v^-^-k^v^^J: :^-^i-^v^^-ov.,^'i^ 

the first term of Franklin D. Floosevelt's administration: 

The laborer has been encouraged by society to fit him- 
^J^^^A'J^'^^ /^.^en trade is abolished in the 
interests of society, the employer fjrst. and society 
ultimately, should share the loss with himf^ 

Despite mis Clear-cut goal. Ul to this day fails to help shorten 
the length of time in which workers must cope with uhemplbyrherit. 
Nor does the program improve the ability of Dermanently dislocatiBd 
workers to adjust to chahgirig labor market conditions: Indeed: the 
^LP'^ogram_acj^tjally encourages uriemploymeht and discourages 
workers from (rr-.proving their job skills. 

Maior reform of the Ul system is long overdue: The challenge 
LSJo/-f_'^^''/Ti the systerh so that it can actually assist workers to ad- 

^°^^^^^^'^^.^_^_^^'^?!l^J^9®^ help those enduring the greatest 

hardship frdfn anemployment: 

The hews rhedia have often cited iridiyid_uai abuses urider the 

Ul system: Fsr example, on the April 21 . 1983 P/7/7 Donohue Show, it 

' John R.Cdrrimdhs. 1899. Quoted in Gerald G. Somers, ed.. Lahor Management nd Social 
Policy (Madison: The Ohiversity df Wtscdrisiri Press. 1963) p. 263. 
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LOCKED gate; Foi-a Moior CDrtipany aiscmbly plant ai 
MaHvvaH, NJ; stands permanently shuL 



was claimed that in preparing a newspaper 
story, a writer had obtained approximately 
$5,000 in U! benefits by registering at a 
state Ul office in Utah arid falsely clainijngjha^he had been laid off 
by nonexistent firms. In Nevy York State, an indlvidaai made up the 
names of 28 corporations and 1b8 identities, and obtained $600,000 
in benefits before he was apprehended.^ 

To be sure, [t isjhought that no more than 2 percent of Ul ben- 
efits is obtained ^y means that can be classified as jegal fraud. 
Nonetheless, estimates have it that 7 to 10 percent of benefits paid 
in several cities represent overpayments caused when appMcants 
uhder-repbrtjheir incomes. In some cltjes^ improper payments are 
as high as 20 percent of total benefits paid/ 

Disincentives 

The effectiveness of the program is a]so undercut by the work 
disincehtiyes that the Ul program embodies. The rate of unemp[dy^ 
ment is consequently increased, probably by abc jt 0.7 percentage 
points during periods of relatively low uhemployrnent. A 0.7 pe^^^ 
rise in the uriemploymerit rate incre^^^ for unemploy- 

T»ent insurance by approximately $2 billion;^ 

in fact, the work disincentives of the Ul sUste-n may effectiye- 
ly undercut its intended subsidy of a worker's searqh for a new job: 

' See Comptroller Giarieral. anemproymmnt1nsot^ocM-'Ns9dJoB^^^^ 
of Claimants and rmproye BemrUJ^moot ConirQjs and Tax CoU&ction (Washington. D.C.: 
U.S. Gehiaral Accounting Office. April 5.; 1978) p. 67. 

* This estimate j3_baseionjhe_re8u Its. of detailed research oJ r.o administration o» the 01 
sysieinJo_sew^al_citieS. See Paul L. Burgess and Jerry L Kingston ^Estimating Overpay- 
ments afWSJmoroper Payments." in Nations! Commission on Unemployment Compensa- 
tion. Unemployment Compensatjon: Studies and «esearc/j. Vol. 2 (Washington. O.C.: U.S.. 
Government Printing Office^ 1980) P^^^ 

> By retumlDgio.wofJclhejttorker's Incomejor additlonai jarnily ihcorrie) is taxed .Mid addi- 
tional job^elatei expenses occur. As a resuU. the worker's (or family's) idditjonal net In- 
CQme_tr_om rtituming nay.not be much higher than a weekly benefM amount unie^ unem- 
ployment compensation. See Richard A. Hobbib. Woric Disincentives m me merTpioymant 
Insurance (Ui)SYStem (Washington. D.C.: Cbhgressibrial Research Service. Ubra^^ of Con- 
gress. '.ftSO). 
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One study of job searcn behavior found that only about one-third c( 
all Ul beneficiaries were actively seeking work during the week jf 
the survey. While there may \A/ell be legltirhate instances in \A/hich ah 
on^^mployed person (ails to look for wr^rk — particularly during a 
^ recession — one-fifth of beneficiaries indicated they were 
illy not interested in working.'* 



Onemployment is expected to remain high throughout the re- 
mainder of the decade; Consequent expenditures on bl benefits are 
likely to. be in the S15 billion range annually over the next several 
years. If ijhemblbyrhent cohtinues chronically, it may be that the 
work disincen;(\/e effect iypicaliy created by the prograrri ;/il! be 
reduced: 

Nbnethele^is, overpay oph^s and overuse of the systeni. by 
sorr^e emoioyer^j and wdr^C'*s Aii l sighificahtly distort the effec- 
tiveness c he labor inarket: If the overpayments revealed in several 
cities are extr^?ooiated in the entire Federal-state Lil system, the cost 
of this rhisaljbcajjori to the Federal government and states could 
amiount to $2 to ^-jili'-n annually. 

Even when the national debt nears $1:3 trillion and we face 
annual budget deficits of $200 billion, the sum of $2. to S3 billion is 
not to be shrugged off. In comparison, $3.8 biMjori war appiropriated 
m 1^983 for the Job Trainin of this Act, the 

Federal government's one serious effort to retrain dislocated work- 
ers, .has only a $125 million appropriation. The somber reality is that 
\A/aste and '^buse 'ri »he Ul p bgrarh cost more than th:e Federal gov- 
ernment spends assisting d' located \A/brker5 adjust to ecbhbmic 
change: 

Ri^forrhs: to Reduce lrict«^iii':y in crriplbymeht 



Several major reforms are necessar ' if the Ul system is to en- 
courage^ employers to conserve their labor resources and contribute 
io a re In cyclical unemployment. 

♦ StrengUien t1r3 retajlomprf, between We firm 's unem- 
ployment e^f.eri.mce and thf- Ul ta^ that it pays. 

* Ma t t h ew Black a/i cl_ T i m p t_h y J , _ _C a r r,_ _ ; Anal y sis o t N o_n.- Search:' i r : National C: rn n ; i < • 
sion on (jnemploymert Compensation, op. cit.. pp. 527-542. 





LONG, LONG LINES. Michigan jobless in a line that trails but the door and into the parking lot. 

In many states, the current on the .TiaximUrh tax J;ate 
means that more arid more employers are p 7in^ 
Jax ratfe. If these employers inflate additjonaj lay t^^'^ir Ul taxes 
are hot Increased. They are ' liaf-cit" employers: MoreJ^ paid but to 
tneirjald-off workers than the arr<ount they pay into the trtist furid in 
taxes. 

The additional coAt to the system is paid ' r - .Ji. !r.ysrs 
(and their employees) whose e^r^pjoympnt record^i -^re m jre st^.r/e. 
The tax of employers at the minJmurii tax rate is usually ihcreasec' in 
order to help finance the trust fUrid, One cor sequence oMhlc, how- 
ever, Is to weaRe^ the experLence-ratinSA^ruciu^^^^^ Ul tax. 6orn- 
pariies with stable^nrp|oyment are penalize-i and en^^ i;p subsidi7- 
ing employers at the maximcm tax rate. 

In th*^ paft. the beneficiaries pf the oub^ 
ers. arid the workers, facjng seasonal variations in demand and ab- 
normal uncertami|es about future Qarnings^|n some cases^ these 
employers ^:ioloited the- Ul system by using easy access to JJJ b^rie. 
fits as an additional source of iricdrhe for their workers. The c^ 
degree of subsidizatidh is unnecessary^ seasonal fluctuations in de- 
jliarid. in such Industries as construction, are m^^ch lesf thari iri the 
past. \n any event, soasoriality and p«'ecaribusriess i_ri earnlnys hav<? 
always been reflected in wage rates. Long ago, Adam Smith C/b- 
served: 

Employment in serine trades is much rribre cbn^arit 

than "in others What [the worlcerj earris, tjiere- 

fbre while he is employed m^st n^t^qnly^ maintain him 
whi'3 he is idle, but make him some compensation fo> 
those anxious and desponding riiomerits which the 
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thdUght of so precarious a situation must sbrnetirnes 
dccfsidh/ 

Flerent changes in Federal policy make it possible to reduce 
the unnecessary subsidization of employers in some industries: In 
1982. in order to irhpirove the solvency ci_state Ul trust funds, the 
r®*^®!^' Qo^^rnment pre^^ that by 1985 all states must have a 

maximum Ul tax rate at or above 5.4 percent. Somie 32 states will 
have to raise their maximum Ul tax rate by 1985; To ensure stronger 
experience rating, the Federal government should consider requir- 
*' • states to retain their current rriihimurh tax ratovvhehthe Tiax; 
u im rate is raised. As a resujt, tJie range of taxes naid by c. 
ers vyill be more evenly di^ ribatec bet veen a voider •^tlnin . 
maximum tax rate differ - al. This will strengthen the expe . . 3 
luting cohcepit and encourage empildyers to plan for more : '3b\c 'Em- 
ployment patterns In !he managemeiit of personnel. 

In the_past, Martin Feldstein, the current chairrnan of the 
Cbuhcil of Ecbhorriic Advisers, suggested ah alternate way to 
strengthen experience rating and avoid overuse of the systerh. He 
proposed that all of the cosj of the first month oJ_a laid-off worker's 
Ul benefits be charged to the worker's former employer;^ 

Stronger experience rating will also redUce/'dverpayrhehts' 
L'l ^^?_systJBm _ If employ are charged directly for a h pro- 
portion of their layoffs: they wMI monitor the ciaims of t^ieij' formej- 
employees more carefully. Employers will have a stronger incentive 
to challenge the Ideal Ul office's decision to raise the employer tax it 
they believe they are being charged for a false appiicatidh for Ul 
benefits: 

* Require tha t al/ s ta ttfS '*iave a waiting period oy at least 
W days, 

Elp/en states row have no waiting period; in tnc remaining 
orates thv waiting period is one week, except New York State which 
I??? an effectiye^oeridd dt fdUr dayd. As in the case of health insur- 
ance, the concept "no deductible" makes no sense. The absence 
of a wa-*ing perico encourr.ges employees to overuse the system. 

' Aflam Smth. The Weaitn c/ Naiions, 1776 (New York: Rando n House. 1955) p. ^ 

* See Mart 10 Feiffsit jn, ' The feet pL^-'^ 
ployment. »r. ^nzencan Economic Revfow. Vol. 68. no. 5 (Djcember 1978) pp ? 
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Without a strong experience-rating sy?5tem, many employers are hot 
charged for this cost by having to pay higher taxes. 



In the interest of equity, it woald be mach more appropriate to 
ase the resources saved by the longer waiting period to assist the 
long-term unempioyed._ For example, if the waiting period was 10 
days, the traditional 26 weeks of J-egular Ul benefits would begin 
after 10 days and continue Jnto the 27th week of layoff, taid-off 
workers would bear the initial cost of 10 days without Ul benefits, 
hut part of the : ost would also be borne by employers, through provi- 
sions in cbllev vQ agreeinehts or through the potential loss of the 
laid off employee J//! :9 may seek alternate employme^^^^^ 
change would recluce the^incidence of cyclical unemployment by 
discouraging lay-off of employees during dbwntUiTS in economic 
activity. 

- tenefifs spoutd be na id only after tne worker com- 
.yleCvs a job search senii.iar. 

The key id rapi^ '-^ierrlproymerit is to motivate the individual to 
search for employme.i and improye hjs job ^search skills. In prac- 
tice, the U.S. Employment Service referral of unemployed workers to 
regis^'^'red job openings has had little success. One factor is that the 
refe-- I process is seen as a means of eriiorcincj the work test wlHch 
requires that ah employee actively seek smployment whMe receM 
Ul benefits, hi fact, th*> job search process^^ itaelf, is som*=»what 
futile. Great numbers of people have littie idea as to hew to find a 
job or to present their ow/i capabilities. We could mibue all of this 
with a fa^ s-jV^-wi^r reality if receipt of benefits wore cdhtinnent upon 
sUcce' c^i Tinlotioh of a government-sponsored job Sc^srch train- 
ing C( jrr:3. 

\A/heneverari employee registers for I benefits hP should be 
re( •j:ved to reyister for ?MCh a job search traininc c'ijur^^^^ 
first week of inemjDloyrsnt. During tnese courses, workers c? ^ ba 
giver iroup coanseiing so that each individual can realistically 
assesFv his or her own employrrient prcspects, t-xperience has 
shown that unemplbyed workers are much rtlv^.eilke^ 
pldyrtlerit on their >wn rather than through refarrali to poss ble job 
openjngs by the Emolovment Service. Gonseqaentiy, ^he joo se:»rch 
course should give th& cnemployed worker some practical tramir.§ 
in how to present Mo or her skills to employers and Viow to (earn 
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aboL't the soarcc?s of lator market infcrmation in the local area. 



• Taxing all U1 benefits wW reduce v/ork disincentives. 



The average iengin of each speN of cyciicai Unerriplbyrnent 
would be shortened If the work disincentives built irtto the systerri 
were cdrripletely ^iirhinated. To rerhoye such d] Jhe ex- 

emption of at least a portion of Ul benefits from ta/v?ition should be 
gradually ended. Public thinking is becoming attuneo \o this sort of 
development. The recenlly i^hacted taxation of Social Securiiy ucr.e- 
fits paid uppsr-ihcc>rhe re'tirees is a case in point. Ultirriaflly, all 
transfer payments shoUjd he Included in taxable incqrrie.TMi^ xvoujd 
improve the efti'^iency of the Ul system and be t ' nsis^enf with the 
principle of equity in social policy. 

• FaciUtate recmpfbyment b' dislocated wo:kers 



Econqrpjc char^ge is a constarit PJ^cpoS. FluctuatI .msjn the 
demand for goods and services are important causes of anemploy- 
menc. Between 70 and 80 percent Oj v/orkers who experience 
•'cycr'car\Uherrip!oyrneht return tc their previous employer after a 
short layoff. In 1981, wneh the unemployrrient raie ^"^^ about 8 per- 
cent, the average [ength of unern^; ?yrnent j;or a//^qrj<ers unemploy- 
ed was 13 3 weeks. The Ul system provided income maintenance to 
these workers as they searched for other j Jbs or until they returned 
to their previous erripldyer. However, sdnne workers are laid off 
because of permanerit changes in deiriand, including 'Changes in 
technology, national priorities; and trace patt-^^rns. Such structuial 
economlr. chAnno vv€is a con inuocs process throughout the 1976s 
and early 1980s, as :t has Siways been. Poor U 3. productivity per- 
fdrjT.»ance compared to rtidro /ap'd jj^'dduotivlty growth abroad con- 
tributed to the less of cti-mparatlvb advHnta'.o c f a .^umbe? cf U.S. in- 
dustries. Much of the iraditiono! U.S. ind' ^na. base has, a'- is so 
well-k.'-iown, ehtr- *d a new era in wrnc;h its competitive advantage 
has deterioratpc . 

While most unemployed workers from these industries, in- 
clu ling* the long-term unemployed, wi»! return to work after the 
ecbhbrhy fUliy recovers frorh the recession some will never return to 
t^®''' _ PX^vious jobs. These wdrkei s have been ^i^itianently 
diviocated structural econonwc ci'vange. There are no ^ recise 
data on the size of -he dislocated work-^r population: NonetheU it 
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SMOKELESS SMOKESTACKS. U.S. Sleel plant al Younet^ipwn. Ohio stands idle in 1980. with 3.500 
workers off ihe job 

has been estimsl that in any year, betw-^eri one-halt arid dne per- 
cent of the labor iorce is structurally dislocated and n^^^^^ 
reempjoymeni assistarice. Many of the workers are concentrated in 
"smoksstacK" industries located in the fiation^s traditional in 
dl'.strial regions of the Northeast and upper Midwest.' 

The U.S, labor force has always exhibited a high bc_- 
cupatiprial riiobHity in respoi^e to a changing economy. Over 1977 
to 1.^^^ " ' * 20 percent of those employed were ibither laid off or 
lef imost half of these wbrRers riloved to different eje- 

ct 3ar attar being laid off by their previous en^-^loyer.^*- 

oiyh-pa d, experienced workers, labor market mbbiMy -s 
moreu. lauft. The pressing need Is to rnodlfy the Ul program si that 
in the fatar*; when an experienced wbrker's/^tJ-ade is abolished** he 
wiil have the resources, arid the ihc*>ntive, to adjust to change. 

• Modify Ul s^ystern to assist permanentiy displaced ex- 
periencvd workers. 

This could be achieved ^y inc^^Hing an indiwduaj account as 
a second tier within the curren* system. Tier ! would be a modified 
version of ihs presant 3ysterh_ w'*ii mere e^tectivt _exper|er[ce ratin 
and a longer vvaiiing period, •"a*^ mdiv[Qual account proposed ar. ari 
addition vruld !:e_firiariced by « ocr on (perhaps lO percent) oi the 
employer tax. E5ch account F/ioni*: be ^ul'y funded. Interest should 
accrue to the fiindt credited to »t. - 

• For review of the ostr '^f the masftlUioe. s.jeAenneth McLennan, '•Ernployment arid 
TrainihQ Strategies I • langii; - ^nQmy,::.tWash:ngton p;C^ American Enterprise I- 
stitute-PuBHc Pollc im on Gond' ona of Growth. Dece^-nber 6. 1982. photocopy). 
' • Based on unpubtisht ^.j supplied by the Jurea j 6» Labor Slatlstics. U.S. u»p*'»rnent 
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Tin eligibility conditions under. wh[ch^ a worker cou|d 
*4'ort the account nnight inclade:/(lj pernnanent displacennert, 
perhc5''S wirh ♦he employer rertifying that the worker wiil not oe re- 
^.•L**'- penhahent (glirnihatidh of the previously h?ld 

job :?nd {2) jontmuous labor force experience of five years prior to 
permanent layoff; 

Fd; the average erhployer, the 10 pe-'nent contribution would 

• be offset by the cost ^avihg$/^achi thrdU^^h inlprdved experience 
rating and a minimum mandatory waiting period. (3lven the currfeHc 
average cost per employee for the Ul system, it woaid take aboai 16 
years before workers would have an average of about $3,000 (in cur- 
rent doMars) in the[raccdUht. More irhpdrtahtly, however, the fUnds 
in the individual account would accumulate with work experience 
and would be available for those who are likely to have greatest dif- 
ii-rulty in adjusting to structural change— workers with a substantial 
work hi'^/tory. 



It s important to permit the worker to have control over the 
vyay the funds in the individual account are utilized once he or she is 
eligible to draw dh the account. 

The amount of \/^Ufidravva1 and Whether ft /i' taken in 
^Ppj9L^ 9l fhp^'^l^ J^^^ retralhTng or reroca- 

tion sfjoald be the worker's decision. Only theindJvtd- 
uai c^n properiy decide which type of investment in his 
or h^r human capital is Wely to lead to successfu/ 
tabor market adjustment. 

W^orkers shquVd have the__m ihc^* .ti^e to readjust 

qt- ckly after permanent displacement; Acer " ingj* . ji is priDbably 
desirable fdr some portion of the accrued baiar - 1- '^ic.'; accounts, 
plus ihtOT'est, to go to them upcp retirement. 



Another approarh, which in the long ruri would achieve th^ 
goal of providinG workers with financal i3sour:es for adjastirig to 
change, y-as by SMatc ._Pc n Quayle (R. Ind.) in his Eco- 

nomic/bpportunijl^es Act 247.^. \n this bill, which is current^ 

ly being considered by the Senate, displaced workers (as defined in 
the Job Partnership Training Act) would be oermlt^ed to withdraw 
funds from their individual Retlrement_Acco' it^iwiihout the VO per- 
cent penalty specified in the Internal Revenue Code. 
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The probability that this innovative t;-atar3 of (he Ecdhbiriic 
Opportumties Act of 1983 wUl^be enacted is doubtful. The main prob- 
lem is that there is currently no co-sponsor m the House of 
Representatives. Indeed, In the House, the major initiatjvajq assist 
those permanently dislocated _and the long-term unemp^^^^ 
simply in typical New peal fashion to pay out more on public em- 
ployment programs and public vwbrks. 

Many uriemployed wbrRers believe that thev_have made an 
individual cbritributibh to the UI systenni in the pa?i and that thiti is 
what entitles themMO receive benefits when they becbme unem- 
ployed. The advantage of both the individual accbuht as a Second 
tier in the Ul system, and the use bf Individual RetlrGment Accounts 
for assisting dislocated wprRers, is that lhdiy]dua[s would be encour 
aged to plan for the pos*^ibi!ity of being permanently displaced. 

Employers should share part bf the cost of providing emjDiby- 
ees with this form of protectibri. OoriseqUehtlyJf Ihe IhdM 
tiremeht Accbuht change is enacted^ t]ie government should con- 
sider ameriG|hg the_ £niplqyee Retirement Income Security Act 
(ERISA) to require that employers prbv[de payrbll deductibhs for any 
employee who vbluntarilyLwJshes tb save fbr his or her own Individ^ 
ual Retirement Accburit, This will encourage the expansicn of 1^^^^ 
and emplbyers will also have the option of contribating to their work- 
ers' IRAs as a :orm of employes protection for retirement arid/br re- 
adjustment assistance in tha event his employee becomes per- 
manently disiocgted. 

Many state laws do not permit Ul beneficiaries to engage in 
training progrrms while receiving Ul benefits.^; This **eCoiipmy"_ is 
alluqetper counterproductive. _The Job Training Partriirship Act 
recognizes this prbblem arid Title III entourages a link between 
- • receipt bf Ul arid retraining programs^lt^ would perm 

pf^icent state-match requirement to be stc !e Ul payments tb eligl- 

• 5ta; < Ul systems should be encouraged to exjaeriment with Integrating retraining witf^ the 
Ul systbrr Some ccuntrle" allow unemployed per'>dhs taking training courses iacontlfluo 
rereivlrig Ul. Canada, for £/xarripIe, allbvi/a trainee^ to comifui6_r^cfilving Ullorthf^dutatJoji 
of the training course. evGit it ehtitlemel t «oaJd r.ormaUy lapseJo miiltae, and then pro- 
viaesa turther short extshsion {OA tasi* '^s)JQ_cove^r_a pflrjod of actlyfLjpb search^^ 
completion of the courae. Rowevar ♦berf _c>_ii_^ other usas: the Nether^snds'^^^^^^ 
ployed-per'ions beirLg-giyan on^tti:_40b raLnJng conti«iue receKJ^ng benefits. 

0:qan izai ion for Ecsnijm Ic CooPv^rat ig' i__and Deye Ip prne n t (CECD), 4 Review o fj^ember 
COl'^Wss' r^3>eWonces in Alterna:iyQ^U:xes of Unemptoyment insurp.nce Money, Restricted 
Docunent (Paris: bECD. Octobe- 198P) p -1 
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bie participants. Senator Qaayle has prcpcsed that his link be ex- 
tended to stu Jent loans and Basic Education Gpportanity (Srants; 

.^^.^^'/''-S.^ P_ermarc 7?/y dhijc-jated worker 
(and other long-term unvmployed wofKor-.. :vhouid be 
reduced h\/ oermittihg the worktcr c - ^nv^rt extended 
VJ behvh < <'fhe 'Federai allocaiic^' pjifd after the 
regular i-^etA program) into a ''fieemploymeht 
Voo ^r; . ; 0? paid to his or hoc new employe'^' 

The vajue of the vouchei: might be 50 *o 75 perc'?nt of the 
value or the 13 weeks urider the Federal extended program or any re- 
maimng weeks for wh|(3h workers would be eligil>le if they remairiec 
anemployed Hiring the entire exter^ded perjoc! (i.e^, c^jrreritly 13 
weeks). This vc jcner could be c^ifered to an employer who provides 
the worker with a job whicii represer^ts an incremental increase in 
^^■6 -Ti^PLoye'''s >A/b;k forcb The smjDibyer wcUld receive the value of 
the Reemployment Voucher in quarterly pay nents from the state Ul 

The iricrtrhehtal wage subsidy Jhrough the Reemployment 
yoiJi^^•6^sh du after about a year. 0th arwi^e the jDrdgram would 
eventually oe paying employers tc workers they would hay^ 
hired anyway. Also, employers should not be subsidized for hiring 
during the *ater stages of an economic recovery. 

Jv"^_y^'5ly6_ PJ voucher presented the (B^ by the 

average worker receiving extended benefits would be about $750 at 
50 percent and $1,1X5 at 75 percent t^e average value of en'^^d 
benefits. For many employers, this woulJ be a sigriificirit ..«ceritive 
to.^^'J'Q.a worker who has experienced long-term Uriempi^yrneht/VAt 
the prest nt time, th^ ?^<»Jf_c>f Delaware has taken the ftjauvj? by 
establisn ng an e;>perimental program using a form of t' -ipempiyy' 
rner»v Vou Jher - yhich includes training and relocation S2i viore 
flexibl*^ ule M Ul beriefits. to assist the long-term urie;hp; "^yet. and 

In 1982. .*r cf co**.; '^i the '^ederaj extendeJ ^vograr^ was ."I ti bili]cn. If cost is the san)e 
'.Of 19iP^"i rho r^.3empi: ynient Voucher wbj;J only result in a net increa expenditure 
onco 7.;^ t, t lien workars becarrio eligible^ lor e ttended Lent t.'C'i':: l(t percent of the 
value of 13 weeks of extbr:t: l^ehefi'iM' .06 r^ilHibri worker, for >: perc?n ). t't»si irriony 
of Kenneth Wclennan on Pcliclec t Sliriiulat'r ttic ; i.- r'g of U^g-tdrrri Uherri^loyed 
and PermaMcriHy Displaced. Worl<f-;s Before the Sd^co«7ii-nj4tei-on E- iployrrieht ar»: Pro- 
ductiy?!;;?,ii.S. Senate (97th Conc^rM^a.andSj&SSioh. Janulry 12. 1983): til'': :ohCp;:;t of a Re^ 
employment Voucher was !»- .lucied n S 242 2iia »s su;)*)orfes Dy the o5;r»; u^tfation: 
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those dislocated by "structural change. Is of growing interest to 
policyrhakers at all levels of government. 



The .ieed 3 ',:c ! ::n ^:it with the uses of the Ul system If; 
clear. In the futurti, Ui Ul r i ts should continue to as^^^^ 
search for jobs as well as r rovjde important countercyclical^^ 
rna^nteharice. However, during 1^983 the cost of anemployed work- 
^'r>, [JOXh to their families and to society, wN! be high. The issue is 
-vnether we can design a more efficient Ul system by reducing the 
ovjirpayments and worR disincentives inherent in the current system 
while allbcatirig rhore of the resources to those who real!y iieea re- 
ernployment assistance. 



The views express ;d by Dr. McLeririaa. ah officer of.Lrie.CQm/Ditiee.f_or Ecp: 
norTijc_bevelopmc \ do noX necessarily represent the thir king of the CfeD 
trustees or their brgahizatlons: 
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-J ' November 3, 19 82 



To: The Program Cbramittee 

The Research and Policy Committee 

From: Owen 3,_3titler, Chairrnan.- „ 

Design Committee on the 3usiness-Sducaticn P'alationshlp 

Subject-i 8ep«¥-. P*. .^Ue Design Committee on the Businvss-2ducation 
Relationship 

St its May 1982 meeting, the Research and Policy Committee 
established a Design Committee to study the . relationship between 
business and education, 'authorizing it to develop a policy state- 
ment outline that would focus on "current and potential education 
problems at Sie elementary and secondary levels witll the greatest 
import for the-economy and what contributions business c"" most, 
usefully make to th'iir resolution." 

" Consequently/ the Design Committee (a list cf members 

ar.d advisers is at:t?.cned) met twice, on "September 15 "and October 27, 
t"b discuss '^'ie orgahizatioh and content of a proposed policy 
Jtatement which wc^d offer raccmmendations for improving -he 
performance ot -.-rican education and the vork-reaair.ess of the 
nation's grad-»a ues . .^s a guide for the design Committee dis- 
cussions/ a prelimlhary research agenda was prepared 5y Project 
Di::ec -.or Denis P. Doyle ^id Marsha I*evine of th^ Pcierican Znterprise 
Instituca. 

Earlier research :.y CZD, particularly ah April 1332 survey 
of its Tr'I'-;ees, Hemohstrated a substantial a":d gro-vihg concern far 
the pcor overall qualicy of 'J.S. -'^.ucation. A consensus emerged 
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iri,i;: ;j^^j.:L r-ii-^n ha3 ::'3*eri lurr^xn^ \ri iZ~Srr.I.r,^^ 

'2 z r^/ - 1 1 2r.p 1 c -.•'tt:^ r, 1 3 r vn a a r. c q-^i r -2 i zr. e 1 -2 a m i ? 
a 1 L 1 J -LT. a t. vc i r. 3 z 1 -j ir. en id a dv i r.c ir, v. o ■. r 7 a r ? o r a . 

uj^^-V-arsal piJ::liJ oducatizr 7C»i5 v*^j 11 coycni the iiTjr.ed idto r:e«2d3 
:5f 1:-,.^ vcr> ^crl:!, l*i "z^li^v-is ihal coir. J-^3ir.-jJ3 ir.ci tr.-'2 3cnccl3 

rtr-Td-^ce^ 1 3<i::-ci; litera-e, and adapiac:.- vcr> :orTo 
ih e : :-. a 1 1 ■■? r. ■ 7 3 z : a r r. a r. q i r. 7 5 c c 1 -j - v : :a d d r e s j r r! q l 3 3 : 1 ■ I a 3 1 ^ r: 
Will te zr-iCLil i. f we are -c •^r^.j.r.c^ r.'urui- cdp;.ial, Ir.cr-^a-S'i prc- 
iucii v_ , r-inev rur -cir.pe 11 1 v-i 3cir;.z^ ar.d build 1 .^-rcrg -^ccr.cm 

nar.^ ^-.5 t.Cj" 3 _ ;r,. - j. ja ic r. ml: .1 ti c r. zo thi^ ::rccl=:m ir':?:i 
d^-.'-i lz-z ur.:: prrp -jalj; frr ur.p rev ; ir.-e r>- r-sadir.-rss , ::c-c-ei--''ed 
ir, ::rcad tar::;:^, zz naii^-'j 5iudJer.-i. Tc do ir.ii, nr.e ZHir 

3-iudv ^~c'ZZ2 f^C'ls r;al?^ly ::wd rriilral :.3sue3 : 

A-5es5lr.c -_-e rest:;, -o ^cor.cn:-/, tc ^T.clry^rS, 

ar.d ir.3crar 15 i3 pc^sibl-?, tihe 1 -dividual ar.d scci-jiy 

-aduca ticr.al failure 2J 1 3 -.cw porreived; ir. d 

• Xr^i^u: a^ing irie r^'EieG3 -1 ru^i-o^j in tarries ri 

t-T.e ir.t-^ llaciual zci li ti-^s , -cca^ic r.al ir.c r-ir.oral 
l^arr.ir.r 3:-;ill£, and der.av c r ir.d .1 :. -zud ;^ -^icrer-.j 
~ r 2 n: r. o v 2 n - r 2 n - j; 1 n z z ir. -a vc r r. : c r r i : - r r _ n r v 1 1;-, z.z a 
3:nacl.:: -riufuall:' r-i-f:mnc ^i^ni^ris : 

i j:;- J.- 1 : ir.d _l-:n-.iyLnj :ind ^ r 2 3 -:?n - 1 r. : ? r .■ r ^ I ■ ■ 
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i -:J:ri^-i-:;^rr-^■ii differ*:: 

• y.r:;-:, i ^ -5 ?rion t tr: a ::rcc:-nj z'is;r:^^3 p.?rc^ives 

-.:-.vj i -.:a- 1 :r.j i-jir. v;\^cr. ; w-:; l^d : i r or.C- £! a 

^ .-. 7.^.' 1 - c - e r'. J 1 c J 1 -id : ^ r ur-a r. capital, 

.]c-r-:'-5 r^-il-i -icped, ir.clidi.-c: 5i-di.^s r f --c r>. force 
:j:n'jr.er-^ ar.d c-_r.^rG: Zt. iddl^Icr:, a 3ur-/«2y "ZD 
pr:-ei-3 -^c-ld "ive -r.e IZD 3 -^ccTjni - te-e access zz 

ia.-:ir.q -a i'l'iZi^ra^.^ ^ due ill rr.a 1 dei'-.n^r.cies ^.r.cr.g 

• Ti-. ird, a rcr.rarativ^ ar.alvsi3 wZ d.iff^r-nr -^d'-ica zr.al 
;::e^^cd3 vi-^i:^ i:^^ .rM-ec Sii^-s ir;d a^cn? r:a:cr 
rcrare::itcr:] ij I v.^-/ i5 as :-?r-ai- .r.c^ vr.at wcrr.^ , what 
dco5 ".c-. , ar.d vr.v . 

■ 3 o •? . r r Z i s r. d - 

f -iiuc J t _ ; : :;:::Zr4 vc'^ld :^-d - e i - r.e d rredi-il--:' -"e 
iziy . -.r- - jul-i- . :r. :: r ::r.-jS'3 :c3-3, _r. zjr-'.s zt levered pre- 
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'■"'cr-: 23-1 J -- ir.ccir.ca ^ j r.uch r.cr2 t-r.^ir. a r,a rrrw sci zz 

: -rda 1 1. 3r.j - f i :if .2-:cr.g le-irr-i.-.T prrc-sso •:--.at: essential 
-c a r::mcl-:i:< ir.d raciily cr.ar.gir.g sec L^zy . \3 "iGchr.G Icci ral 
7 r z V IT. : r r. t > n u e G zrzr.szz rra z c "ih, ir. e r,.i f -ir e a r.d s s -t-ir. z e 3 r" 
wcr'<, ve r:u3- re -ar-f^l r/oz zrea-a ^ducar-cnal ''dincsaurs " 
w 1 ih ; u r-T.c -i e i .skills. Adap-ai:llltv t.jjs t z e 5r:e wa ^: chwc r 5 f c r 
ir.y ccl_r-:35 :Z2 idvccates to Lt^z: rCTe t-~.e .^cr.ccls. 

7 ' 2 1 Z :: p c 1 1 3 ■/ 5 t a t e.T. e r. t 3 r, c u 1 d -2 m c r. a 3 1 ; e tr. a t -lt. e 
zrpvi - lr::=e := -i^^z^zLzr. la tc pr-oare rradua-es v;^c ar^ -ct 
rr.ly wcr.>-r4aiv, ci-t w'r:o are rapaSIe zz zc f, zZf.^Zf.^ to learn and 

ceccrr.-..-. -7 trrcuctive r zcr. tricuiir.g menbers :;f sccLezy . The 
Zesi^r. Izr-T.:. itee -^l-^r.z:. f Led seven riajcr ele-'sents t-na:! ccr.stifate 
ij:!^ :<ind 3f education and which should be supper* ed by tihe business 
zcnrniuj-.i ty . They include: 

1. Productive atti tudes and behay ir r . . succ_ as . ari .__ 

ippr-ciatJLsn zz tne need zzz t-a:::wcr:<_in_ learning and 

vori-: sit'uaticns, rcr riamtaining self-respect and respect 
fcr ethers r and ror zrciatinc a healthy sense cf icrnpetit-cn 
_n 2 ccnipe t i t i ve s c c i e ty ; 

2. A tcrmon base rf >nowled?e m a ranre c^ s-objects. 
iuch _ as _ s ciencs , _.7-^ti. terra tics , his tcr-/ , literature , ir.d 
tn e s c c 1 a 1 sciences; 

rrrt^unicati— s-ills , vh:rn — clade rearl^nc, vritmc, 
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PUBLIC EDUCATION, PRCDUCTIVIT:' AND PROSPERITf 

3EJQRE 

HOUSE BUDGET SS^^ITTEE TASK FORCE ON EDUeATiON 
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June 22, 1933 
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"■' : . ' . .A . \ :\ . 

My riJirro i Iveri j; Butler lri3 I :halriT\an of 

njn-wart^jan : r j ih i ^.a - 1 of JV'^r -J'J or tiho -iation's 
loiv-linj buj.no^j '^^xeo-it i vo :3 and oollog^a and university 
r o -i - i rj r. u , w ^ j -.Vc r r j ? n .1 1 1 y ic i e vo lop ,5 c a r.e n 1 3 

c rao 1 ij 1 L .iay - 1 - -dJiy oxpe r Loncc w 1 tih ;b ec t: ivo research . 

!.on7 n<jld :iha:i od-ucaiLon iiJ 3 mtiical 
:;r.?u t to or oduo*! iv 1 ty and prosperity. Over ohe 
::ajo j-?v-?ril yoaro , v-a r.ave released 2 r.'o.TiDer or reports on 
.1 variety o: i.npor tan t eduoati^n issues such as school 
r'lr.or.oe, jssLotLog disadvantaged students at the p.e- 
oor.ool leV'3l; and reinedial and '/ocatj-ona 1 education 
oroqrj.Tiii: .Many of these st.-.dies have stressed a specific 
heed to H-^.prov^ the cuality of education for \ne dis.,dvantaged , 

Recently, the CED trustees have hec:rr.e increasingly 
concerned ^bcut the terrible cost to the individuals and 
to tne nacion when our public schools graduate young rrien 
and -^men wno lac> tbe necessan:' skills to olotSIh aho 
reta-n reward -oj ■;:"p 1 rv-r-vjnt . 
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iriji uii-:rv if.Z^^^Ze IZ^ iiappcr*: f r r 3 - L I-.j^i a::r2 education. 

od^j:iricr ar.d Ju:j:;oi::3 ihai Lus ir.e 3S r.a^ 3 ^re^c deal to 
rcn cricut:<2 to c-a 50 1. v :.r.g tho problems az "he ccrrJTii J3 ion ha.- 
Je^ir.«2d td;.2'7i. The ::^cipcr- of tr.^a ZducaCLon Conmi. 03 icr. of 
tr.«2 5 - a teii r.as issued wr.at: a.T.cur. 1 3 tic a cLancn call for a 
business —J duca-:;.on 00 L laborat ion . *Jnf or tunace 1/ , none 
3f these studies are very specific about the roles business 
can play zr how bus me s 3 can ohb tic sii -iff -jc ;iive 1 y and 
useful 1 y 1 n vc 1 '.' e d . 



ever the past year, a CED 3»jsi^n Ccmnittee has 
been locXinq at precisely this question . This Ccr^^nittee, 
which I chaired, and wni ch involved a select ^rcup of CEC 
trustees and advisers has issued a prelirnihary r^pcrr. I 
have included a copy or the report and the Cesigh Comiaittee 
n^exbership m the appendix to th_s stateoieht: 

In our repdr t , we cone lude that educa ti oh for 
economic growth n^.ei^.ns a great deal mere than satisfying 
business needs: that its purpose Lncludes education for 
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Citizenship and education as a rr.eana zc personal f ul f i L i.-nent 
and equal opporrunity as veil as educacion for the work 
place . We srress that an educacion ays tem which ae'eks 
t:o enhance equal coper tunity must reward merit , enterprise 
and talent . At the same time , we conclude that if our student 
do no z have the necessary skills to gain productive emp loymen t 
their ability to eXercise their rights of citizenship suffers 
and the goal of equity becomes difficult if hot impbss ible ^ 

the Design Cbmnittee also believed it impbrrant to 
view the problem of elementary and secondary schooling in 
the context of life-long learning . We feel that elementary 
and secondary education should build on the values and 
teaching of the home and provide the foundation for 
further education and training in post-secondary institutions 
or the work place. Changing demographics and work re- 
quirements will increase the need for the business community 
to provide an ever growing share of an individual's total 
education and training, and we believe that quality ele- 
mentary and secondary education is a vital prerequisite if 
business is to fulfill this need effectively. 



Accordingly, the Design Corjnittee set cut for c: 
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• t±S^' define better khe Unii Between 
education and ecoacmic oroduc tivi ty by: 

(a) assessing the costs to the economy, 

employers, society, and the individual 

of educational failure ; 
(D) articulating the needs of business 

tn terms of intell--2ctual abil-.ties, 

vocatisna 1 and general learnj^ng skills ; 
ic) deiihihg more preC:isply the educational 

re-iu^^ c-^eht5 heeded Z-^ develop the ability 

to learn thzoughcut one ' 3 life; 
li) defining the behavior patterns and 

attitudes which students hep:d to obtain 

productive explcymeht; and 
(e) wcrking with schools to develop mutuatly- 

reinforcing standards of achieverneht and 

effective .T.echanxsms for reaching those 

standards . 

Second , to examine and identify primary and 
secondary education as the foundation for life- long 
learning; hot only m terms of businesses ne^ds 
but also i.i relation to the role h-Lgher education has m 
influencing standards of achieverr.ent at Lower educational levels. 
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• IIli£^' exdrriirie the various roles business can 
appropriately and effectively play t:o LTiprove the quality 
of education. These include those activites which result 
ir. pc s i t ive prograirj^^a tic LTiprovenen ts such as curriculum , 
3t:ar.dards and the like, and those that deal with ir.sues of 
school policy and finance. This will go far beyond the 
traditional concept of puStic-private partnership^ such 
as the new popular adop t-a-schoo 1 approach. which is by no 
!rean3 the only way business can otaHe a positive cohtr ibutich .' 

: rihal ly , the Design Committee urged "CED to piay 
careful attehtidh to the historical and social context 
with-h which educational decisions are n:iade and attempt to 
provide a balar.ced analys'is of the three broad goals of 
public policy: education for citizenship; education for 
work readiness; and education as a vehicle fcr providing 
equality of opportunity. 

A full CED Sobcom-mittee on Business and the Schools 
has now begun work to carry out this mandate. Its meinbership 
represents an unusually talented group of business leaders 
and acaderuicians . Our first niission will be to underta.ke a 
comprriher':^ ive review of the various reports recently released 
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and deterrr^^ne those ^r^^3 of possible refbr:ti where future 
resear-h is needed and where the business corrunuriity can ^ak'e 
5 positive contribution. We expect to accor-.clish this first 
step oy the end of July with possible release of the findings 
m August: We will then undertake cur full study, the 
conclusions of which will in every respect, be developed 
through careful research: 

Although the 3a:3r part of our work will not be 
completed 'until 1935, we hope to be able to comment mere 
specifically our concerns and to identify those areas 
where" further work is recurred by early ne:xt year. 

Mr. Chairman, the "CES is in a unique pcsiti.on to 
bring a much needed business perspective to oar national 
effort to improve the quality of the nation's schools. 
ZED IS the Dnly organioation approaching this 5uo:ect 
that has a broad -based business consituency and can craw 
oh the insight and expertise of such a large n'umber of 
corporate leaders on a specific policy concern. The CZZ) 
process of cohsehsus, combined with objective research 
and direct trustee nvo Ive.men t , assures that the business 
perspecti-:e is a considered one. Zqually important. CED 
has the capacity to encourage implementation of its 
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iev-:jp - -r.e ar-a 3f -^c-cn-- 5o v-s I rpment: needed coalitions 
:::t:j:;.t z'^^Lr.-^^£ z^zp^^ v^^y p:lb:ic officials a~ tne 

-C"j~,ur.^f/ .-rv.^l. zi 13 at trie Lccal leve. r^cit in;por::aat 
-duja-.- ic2oiJL3r;5 5re :t3de ana CZD can ir. a siniilar way 
£:jrv: zc ^up^cr- ^nd stlriuLai^a 1- .dersni? i-d con^^nses among 
:-t.^-a: and local political lead-rs, tjuimess pecpl-. parents. 
= dL:catcr3 a;-d Ji^uder-ts; 

Final ly , tne CZZ study will devote itselr to those 
rues 1 1 in J zz policy and imp lenentation zr,e various reports 
nave nailed zo address adeq^aa-ely and to -^hich business 
carl cchcricute. And we will direct our attention 
and develop cur reccnnendations with a commitment to 
idenz-ry^nc wnar. the s tude.. t needs to succeed, and net 
what the educator or business person needs. 

Mr. Cha_rt\dn, we do not intend to lament the real 
or imagined failures of the past; nor do we intend to 
.-pend ti.T.e ucmting fingers and assessing 5 lame, which, 
unf j-r -■.mately , appears -o be an unhappy consequence when 
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ij s u e 3 ; f 1 r. . o :v.i : : : u i o rr.o -.; - > . '.^o r o cc 9 n 1 c *: r. z a : r. 1 -2 1 r. q 
better quality in ::ur nation's :chco:j o;:raj-ii: t:\o capacity 

any cr.e level of .Tovern.T.er.t cr gr:up, zr /or. 2;-. 
ir.di'.'iiua 1 cc:rj7.unity tc ur.der taxu* . It ■.■/ill takti mora 
tr.dt a puiDli j-cri'/ati2 partn^f rsn.p . It will tayr;e a par-r:er- 
sr.^z of all oor.cerr.ed and ir: teres ted ir: the •::r.pcrtar;t role 
the gtad'oates of O'or publco scr;ocl3 wZll f'-^y -•""•^ fdtdre 
econoniz well-^oeirLg trie nation: It will t^>;e trie 
?re5i:1er!t yr.t zY.^ lon^res^ vofxi:::; tdget:\er to device a 
Federal roli to asdist feveroihc ti^e trer^d; it will 
ta:<G 3tate ^r:d local eddcdtion pclioy nailers -'^o-kLr.q together 
with teSch-^rs ahd their dhidhs; it will ta;<e the com:T^it~en- 
~: v^ar-ht;3, the sdhool boards, busir^ss and the ocrtnanity 
it larTe: 

Mr. I i~. a 1 r a n , I wo u 1 d like to o 1 o s e on a personal 
note. ':ne of the great blessings 00 r, furred on r.e as an 
A-xerioa.n oitizen was t.he occort'anity to attend the 5alt:-T.cre 
pub 1 10 schools from 19 29 to 19*10. In a ti.Tie nt severs 
econc.T.io races^ion, the generation wnioh preceded ne had 
heen willi.ng to Tia.^ce the extra sacnfioes required to provide 
a.n :}u ts ta.ndmg educational opcorfoji.-. ly for any child willing 
to r.ake the effort. .Much of what I nave bee.n able to achitrve 
m the Last ■^0 \ears is a resul.t of that schooling. 
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Roprpsi-ritntlvo r.tiNORKN. Thank ydii very rriiich, ^fr. Soriiplc. Our 
next witiipss is WiLtiani iCoihor*:^, president and chief executive oflicer 
of the National Alliance of lousiness. 

^fr. Kolberg: 

STATEMENT OF WILLIAM H. KOLBERG, PRESIDENT, THE NATIONAL 
ALLIANCE OF BUSINESS 

Mr. KoijiERO. Thiiiik you, Con^rressrilan Liinfrron. Tlie bu?5iness 
ortraiiizations reprrs<-nte(l h(M-e this niorninfj, as you ah-eaily have 
hinird front niy colli^a^ues. wimv very stron*j: iii the pursuit of a piece 
of h'lrishitioii like tlie Joh Truinin*]: Partnership Act. _Tn addition to 
niir i)r<r;ini/ations. the Business KoUndtablc, and the Niitional Asso- 
ciation of Manufacturers also worked very hard to achieve passa<^e 
of this le<rislation. As you have pointed out already this morning, 
(\)n<j:r'cssiurin. \vc think it breaks a lot of new. fr_roun(l. The word 
••landuuirk" ^rets ove -Used i:j this town, btit we believe that in some 
senses it is :i hmdmark piece of le^^islation. 

Business interest in this legislation grew oiit of concern for the 
(piality of labor force entrants anil rapidly changing skill denianils 
upon the curixuU work force. The business coin^iunity Imd certain 
concepts. in_ luind which were essential to its support for the passage 
of flTPA. Most of those ('(Uicepts \^'eie eventually incorporated into 
tho_ law. 

-We sought ir^ establish a fornial system that Tv'.)iild require genuine 
(M)llaboration l)et ween private enterprise and the public sector to assist 
the ljU)or luarket in its operations: The most immediate need was. to 
h e I p i n ( 1 i V i (i u a 1 s with ba rr i e rs to e m p 1 by me n t be cp ni c p rod 1 1 c t i ve 
niernlMU-s of the labor force. We recognize the importance of getting 
tln^ enii)loyiu-s. who are those who must iise Uic emplbynient and traih^ 
ing system, to participate in xleveioping- the training and placement 
bp))ortunities for the iinemployment. This required a reassessment 
of- both tiie systeins of labor exchange- services jestablislied under the 
Wagner- Peyser Act of 1033, and the public training system established 
under CETA in 1973: - - ' - - 

To make this system a regular source of j)roductiye emplbycc?s, it 
xvas necessary to- assure- that skills developed through tlic use of public 
funds were usefiil and efficient when compared to actual cm pi oyer 
needs in the local economy: The result was the Job Training-PsrtnerT 
shij) Act which went f urtlier than any other similar type? of Federal 
legislation to equalize authority between the private and the public 
sectors over all aspects of local policymaking, planning, adrriih- 
istnition, and program operation's, - - - - 

This was a deHberatj:? rccc>g7iitipn of the need to harness private 
sector exjx?rtise, resources and support to tailor publicly financed 
t i*a i n i n g j ) rb^ram s to 1 peal _c c p n p m ic re al i t ie s. 

The act incorporahMl a new concept of jocfrJ, private, inxhistry coun- 
^' i i jJ .VI} ^ I ^ «]L r y 1 abb i* in a r Ic et o rga ri iz a t i o n i n e ac li local i ty . The 
pre structure and staff is employer led and its membership is chosen 

tions in the an^a: It is a process that enables the private sector to choose 
its own best leadership to help each locality carry but public respbri- 
sibllities. The council provides 2)rivate employers and other comma- 
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iiity iiivMiiliriS \\ h !i t lii' furijiii iii \yliicH to (lisi'ii ss :in<l juil<^!!U»!it s 

:ii)(.>ii( i hv ira.Miinn; n( i'(Ls of riio area ;ind iiow i)c.st to iiicot theiu; 

lor;il .'iiiployi'i- orpuii/utioiis t o support iiiid work with tlie private 
'*A'.iU':'r^T *:^^*^"<'jJ-. ^V^' liii>*f'..nt'ii;:<^_ from Mr. Caihpbci; that the local 
riiaiiiiirrs ol' roinnu'rcf. over SO i^ercont: Ixavo been very much involved 
iii tlir !"i;-t;y>;n' ini|jleihehhuioh oT t lie J TP A, 

The rea.-oii f.oi' this is <ii]ite cjcar — lueiiiborH on tiiC private industry 
^^j^^'^J'^ ."^'^'.U^^'hiiSflves us rt»pi'^'^»-^ntaiives of the employer eonj- 
i!iu;i!ty. And ihc p:i'iu'i:d-purp<):se. bu:-;iness orguiiixut ions;, typically 
''!'^^**^^'^.\*'^ ''*^^!h'l''^*^^^*^!^J^j'e <'iii^abh^ o identifying those? rcpre,sc?nta- 
ti .-es .uid enli.-tintr ilu'ir aid oii tJie private industry council: 
. :\iih lis 51-perr(»!it. basi ni'ss,. ina- 

joi'ity M:eiiil>rihip niid its ehiiirpersoiL (•luost'ii i I'Oin busiiiess tn.-iiiljeis: 
P*'**^"^*^^-^ J^^ J'^^^^t ^H'PP^*^'U"'^.)*^Vf^i:^^f^ti .for broadenin^i; the private sector 
support and use oi* pubiicly funded oniploymont and training pro- 
irriuns. 

In our vii'v.-. this identity is critical to tlie fututo siu-ccss of the pri- 
^***j^\^^^^^^l^l^'y ^'^^^i^^^'i*^ ^^^t^i of tlie_ Job Training Partnership Act. 

1'hcre a.r(» iu>\v ovtM* ."vSO new. pri\-:ite:_in(liistry couneiJs iii operutioji 
iiat i<'>'i>^\i<h;v Their m^^ a broad variety of bu.siness lead- 

ers Troni t lie Fortune Top 5o to loca] entrcprenoursf which is what we 
in t he l)U.siness eoiuuiunity had hoped for, 

nv(»rall. nboiit 11.000 new bupiness voJnnteers are involved-in mak- 
^^^^^ A^^^^.^"l^^*^.^''^*^^^^'o^*'^^^^^^ A^^D^JlT^nian. is that there are 

s(viu' 'jOj iOO \'o]unteers ser\'inp:nn tliese new: private: industry councils, 
of wliii'ii. (){' roijr-;i', tiri> iiih joi'it a- re WusiiH'ss. 

Vou are interested], ns we are. with tlie kinrl of involvement nnd .sup- 
j>oi t 1 Ji:-it _Vine!-ienn biisiness lias irivoh over the last year to this hew 
r.'>pMiisiI)ility. T (Viuld read oifT — perhaps I.shonhl jnst very-l.)ric fly- 
some of tlie (•lifiirihir eonipnnies thnt \vonlcl read like a who's who of 
Aniei'ienn liusiness, Let me proreed to do that. . 

_ AmonjQf the .^tate jolvtrniiiing eoirnrils. chairmen come from the 
follMwiu^ compnni(»s : 'Pravelor's, >re]lon Xntional Corp.. Delta, Gen- 
eral Elect rix-^CJnnker Oats. Eniersori Electric. Rockwell Tnierhational, 
.^ohio. and TTTT. 

_ Auio.TiL'' Hie locnl: pi-ivnte, iiulnstrv couiicns. chnir-people conie from 
tlie followino- eompnnies: Aetna. Johnson & Johnson. Heneral ^fills. 
D: E: Hoodrjch:. Pm^ lent inl. Boeinir. TKTT. Eastern Airlines. lE^F, 
O_oci<:lvenr. ]\rnrMn ISfarielta. "Roekwell. T'nited States Steel. Armco. 
.'Huj noTiend Afotors: 

__'^^_y*9lJ Pi^'nfcrl out eni'lier. rouo-ressmnn. the irnpleinentntion perlorl 
of 1 ycni- ends this com i tig weelc. Clenrlv. iti lookiiig nt HSO to HOO new 
Jjl^^l^^'JiO^ ;itt('mr>ted so far to put together n wjio is who nnd 
u'luit iswlinf o.n it: T thijilc it is snfe tnsny thn^. nlthotigh otie is never 
^ ^. ^ A ^'}\ ' ^ 1^ ^ ^. Ja i !^ ^ 1 o f \'o 1 u ni e e r n ss i st n n c 0 t h n t y o u ge t in n n y o rgn - 
nizniion. tlio showing on the part of Arnericati business is to he ap- 
i^lnnderl. niirl T heliove if \vil] continue. 

^'^^np of the trrea test ('Imlienges: the system will fnce is hn messing and 
•'1 i - 'I ' V ^ ^^A^ ^. ' ^ ^ l^.h f o f t h e se r i \* n t e ^ e c t o t* \' o 1 n n t e e r s i n t h e 

[n i\-ate iTirlusi ry council. Succ(\^sfuJ pnilnei'sliips iji nny endeavor are 
bn seel on niutilhl respect^ triist. and confidence. AH ]')nrfners must be- 
lieve in the mis-ion oT the joiTif venture and ^ee theniselves as sharing 
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tMpuiily ill Kolli ihr i isksjuul tlit* boriofits. Tlio piirtriors must liiivo, oijual 
Mr<;('s> to irs(»ur-c('s, >i a if, in roi'intii ion. exptM'ienco, jukI (lie uutlioi'ity 
to jinii'asli tli(S(M*(»soiirro?i. ------- 

^b.^' i ^i**^'^ luitlrr JoH Tr-jiiiiih^^ I*ar'tri(»rsliij) Act can riot per- 
<^'ivo. tiicir autiior it}' as e(|iia]. we will .not .he uble to maintain tho 
ni\*()} vriiK^nt of ((^}> niaiia^crnc^nt of (*itli(:r ])nsinc'ss or j^ovrr'nintMit, 
Sn.-t aininj^-irncr-est in jL^^ott i.n^'' rxstiits fi'orn t lio. ])ai-tnorsliip Avill (l('p»Mul 
it is inana^rd. How inijjortant tju" issues aiH* tc) the pai't ri'rs, 
lio\v wrli tiicy.ai'o k(*j)( inf-ornuMK tho si^^niliranco of tli(^ rolo j>lnye(l r)y 
rni^li aiitj \viH'j li(M; nrr;isui'ai)lt' in'sult 

...'I'liis will r('([uir"o m ^^ciniino oir(H"t from loral ('Iccted otiicials and 
1 *1 (/ iiuMiil)ri*> to j'uild aihl sliaro a ti'airiin^ system a nil [U'oj^ram suit- 
able lo (\'irh roninmnity's neccis.. - _ _ _ 

Rl^^^'^^^* A^^M'i^M'y ^'''^'ijl*'^!- -^"•U_ ii^^C^L!^^ better umiiT- 

->t.Mml bow (lit* a\*ailab](' job trainin*; sys_t4»rns work and bo able to oxt 
r'^'J"*" ^M-*l-'*?'-^-^--[^-^i"J ^'^^l- ^b(* jjrivate industry council 

'A> a iii'w '/oninuinity iust itution.. . _ . 

priuKiry initial respbh>ibilities of the private ihdirstry council 
will l)r lo (iral with thir^l to I percent, of the jocal lalior markc^t tbat 
a ry jyj ileal ly >l i;'iel uralljy jlricinployt'cl. pi;imaj;ily vqutb^ wornch a.nd 
finnontir<. It \> an cnoriuous cbn) Iciifre. for any new flc(jj;ii.nj; system, 
but oric tb.it \vc arc coiifnlcnt can be addressed lirider the .Tob Training 
i*a_rtiii'r>liip , vi*t.. 

Tbc siicct'ss of tlie pi'lviite industry coiini-ils in deulino; witli th*^ most: 
ditrii-ult labor ma r_k(»t probltMus will (\\i;and tlieir capacity in. tJu* future 
to incliHle iiov only tlie disiulvfuitatred, btit to take on pi'oblciiiS con- 
^(•rniii;^ j l)(MMiipI()yal)iliiy (.>f tll(^erltire c()rn.rrMinity, . 

Pi'ivatc iiulusfry c()iincils will heed t() dovcKip the capacity to bolj) 
j)iv\-«'nt structural n.nerui)lo.y.n.ient by bcl])inf^ the local c(b.ication in- 
-ti-tutiotis bi'lter u-nderstiirid their 'ii*ea's labor ru:u'k(*t rieeds. 
.. ..'I'bc pojcntinl _of Ibe private industi'y .council to become the p.r.imary 
coinniuiiity in;^t ittit-ioii for luMre^^sinf^ labor iuar*ket pmbleriis is tbe iiii- 
poi't ant point T wish to em]>basize, 

. -("^mirressman-: we have, a lnnjr-ter?n view of tbef^o Jiow ins^titiitions: 
.^V*'. 11'*! -^VVe _^bcm as only a new body that coiicerns itself witli a Vi^ry 
sniail portion of the hibor market pt'obleriis in tluM-omrnmiity in wliicli 
!( J*^':^'b^' /^^"^\_^f^*' U_<^^'^id hh(' bf'('f)rhin<^ nion> fuul riioro a ''onipeteht, 
inteirirrent... well supporicil institution wliicli can take on o^-erdarTror 
n»sf>orisibilit res ill the labor niarkef. 

f )n the oiH^ banti; we ne(\I to assure tbat the private industry comic its 
have substantial on^^oiri^i ri'spousibiljt ics that will r'etain business \ ol- 
nui(MM*s and iniriurc (jej'e.jopinent of .thjv])artnei:sh-i]>:. But, on the other 
hand, we must b(^ caiefiil iiot (o load this new fled^rlihj^ body Svith too 
n.iany new rcspon.-il)ilit ios before iliey have had a chance to establish 
thciiisel yes or learn how to siiceeed wilh their commiirutie.s' imiuediato 
t r-ainir^f; necfls. . 

r^et me tiirn runv, Cdri^respmari, to soine f^tliiT p(js.sib1e actioius wldch 
the Conp:ress mifrht wish to take wbi<di T bclicn'e would be consistent 
\vitb th(^ actiori that tho Cori^ri'ess has taken on Mie Job Trainin^ Part- 
nershi]) Act. 

For ihptarico. the jinemployrncrit insurance system i^being conr.id- 
(Mcd.by some as a pot(>nt;al i>oiirce of training? fnnds. T]ie unemplpy- 
rnent iiisin-inice system, a> a whole, fiindud iirimarily out of etnptoyor 
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taxos, is hoarintj iv j^n^iit iiiKuu*ia] l)iir(lon iis \vo inove oiit of tlio roceht 
rooi'ssioii. Miicli of the rdst ran l)o ji^i^'ti^UM-l t-o iiinintniii mi oxiXTicnced 
\\m\ ready work forco (luririt^. briof j)(»rio(ls of oconoinii* (lownt iirn, 
Ildwcvnr, \ve liiive sooii frofii tliis ro.rerssioii tfuU a grouMTifr iitimbor of 
unoinployod \vorKiM/= will not return to jobs bccauso their skills are biit- 
liiotlod hy raf)idl y rhaniZin^ tw^ 

For tlirse individuals, it nujjiit make sense to exporinieiit. wljh soiiio 
of the OjUiiins of iisincr eoiiipensat ion payiuents to help rover t he eost of 
r e t ra i n i n fr - i n t ' n e 1 1 i < 1 e a s i o n 1 d I )e \' e ry e x ) * i si \' o , 1 1 1 e y sh o li 1 ( 1 not 
he itiipos(>d on the systeiii Iiofole theyJire tried on a small seale. 

And T ?iii^rht achl parentlu»t icallyv Torip^ress^^^^^ 
Caiiforjiia belnjj: on»' of them, has", I ^iitneir; .siu-eossfuily used tlie un- 
enipjoynient insiininee system as a nioehanisin for I^et rain in^r. 

llie option of iisiiijnr t.neniployinent- compensation or tnide adjust- 
UitMit assistanr(> m(»et dislorated workers' Ii_viil^?_f'xp<'ij^^\^^ ;^^;\vih^ 
TTI of the Job TnUnin<j: rartner^ship- Act pays for their retraining, is 
one tliat also slionld be utilized. The limited duration of benefits \\\)id^^^ 
lead iudiviiluals toward an early decision to se'^k out and undernro 
training:. _ _ . ^ 

TlVe iiriernploviiv^nt insiirance system Tud tlie job service it supports 
must do more to jirovide etfcn'tive job search assistance. cOiinselin^^ 
related ser\ i(Mvs to all the Jinenip^ lyed; These teelmi(pies h: \ e proven 
t h i\n 1 s e 1 ves e s pt»c i a 1 1 y h 1 p f u 1 to (\ i si oea t ed w o risers, ^ - 

The new plaiinintr systi jti for the jol) service wl\ich requires joint 
I)ianninfr with the local j)! ivate industry council and maiida^ 
and certification of job service plans by tlu' State jol) ii'ainin<r eoor(h> 
natin^ council liolds ^rreat liope of direct in <: job service (dfoKs tnwnnl 
the most jire.ssing employment i>rol)lems ii: t]u^ State. Tliat process 
needs to be en(*ourajrc(l ari(l iiurtiircHl. _ ^ 

rareiitheticalh- ('ouiri'e.-^sinau, ovim* time it uuiy w(d! _be that the 
most Important part of the Job Training Partnership Art AvnsJho 
drtwinfr tocrether of the State agencies a. id the lnno:standin<r employ- 
ment se^vicT^ with the activities of the ])rivafe indtistry caunciLat the 
local level. The job service. T believe, has sufTerf^d for too louir fnini Ji 
lack of involvement and a lack of unclerstaiulin^^ ^^^f PJ^^'/ P^'^.^'^^^ 
enij^loyers. Thai: involvement is no\/ mandated in this act. [ believe, 
cnertiiue, it will make a tremendous difference in uu])rovinpr the effec- 
tiveness of thn job serv'ico; . 

Pro<rrams that focu.s on aiding disloeated workers sliDidd continue 
to be a pHorit^^ The new proirram ojf State ^rrants for (lislocate{i 
worker trainin<r under title TTT has riOt yet been fully- impleinented. 
Mo^tStntcs have neen so busy trvin^. to meet the deadliiies with the 
Oct V, er l implementation of the that they have not been able 
to-turn their full attention to title TTT. _ _ . 

The States need Jime to plan careful use of the funds and to thmk 
bevond-the currc^it experience. _ _ ^ , _ 

Another of the ^rreat resources available fcr trnininn; and retrainin^r 
is tlie Voeational T^.ducation System. An oxiensiye net work of jniblic 
and jjrivate secondary arid post-secondary institutions has the poten- 
Mill of deljverimr stat-e-of-the-art occiipational skills to individuals of 
all a^os. The Vocational Education System is an $8.5 billion syste-n, 
primarily funded by States and localities. 
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Tho. iijicotniiiii: r'(':iiit lioriziit ion of tlib F<^doral Vbcatibiijii Eiliiration 
\c{ _|}r<)\ iih's i ir-ici y (;i)[>()rt unii y foi^-tlin (\)n^vo<s to. rethink how 

I'lii'oiu'nTTo au iini>rovod and rasi)onsi\-e Yorutional Edncatioii Systoni 
tliat iiUM'ts the (Miiplnycr hoods. 

...Ircrc: aj^ain. T octio what my colloaTTiio, (?ani])t)olI,. has said. 
We licliovo tluit, ill j^choraj, tlio .i barli tbtlir V(m atioiiu] Kdiicatiori 
Act ^^lioiihj \)v the same. a])|)i:()a('li_ij> ('oiirrj)t th:i.i we have under the 
•^I^'l ^'^''J j^^i^^^. I^''^!^ 'lA'A'^l^M' . T^»^'_ .\"l*;'dibn;n Kduriltibn Syst eiii 
I'xists t().4.).rovtdc .vorlu rs skills for real iol>s with priv'uto. sector eni- 
V^^iy^. Tt"^ ' ^'J 1 ^ \ ^ ^■^^'^X ^\ ^'.'^ ' L < ^ ' I ^' ^ 1] I ^' J'.^" ^ ^ t ' ^ \- be a t i o n a i s y s t e li i 
toiri'ther^ tlie iiioro. eltoetiva it is 2oinp,.to be. 

f(innjinre tnd oh )si'r coordination witji tjio ,tTP V >^vste in are some 
of l]w s;.(>vifu' ste[)S tluit -MmU.I 1 'C ooiisi-lLTecl. 

/t:1»'^^ iai*n(Mod jobs tax -oredit roaathori/cd in 10S2 a.s j^art of tlie 
T^^_ J""^^*^ I^^^P^^i^^^^il^fv Act is <inbt her important aj); 

P^'oaeh, e\t>n thoiivrh it is si 11 \ii its trial staj:;iis; The ro^ujations for 
tins prb'j:raiM lia\'e not yet heeii de\'oh^ped, after riearly 2 ycais of 
oj)^raii)n. iu'iruhitions are necessary to encourap:e bettor ijnsiness 
in\ blvehicnl ; otlierwisc, husiiie? * fears lisc' of a ci''Hl' wliich tlie. Ked- 
orai Gtr-ornnient may w •]! derij^'' later, or the throat of an audit. The 
cert if' ''at ion j)rocetlures for eli^j^ible eihpioyees reiiiiiiii uii clear. 

'V\iv cxpi'i ii'n.c' of t nis p;»-t siniuner. diirinp: whicK t.he n<vw_8.r)-percent 
i'.i V credit for hiriii<2: i'('bnbiiii( ally tlisad\'aiita<2:od IG- aiid iT-year-bld 
•_vis if [>):m'(>. rrjivo inp.ortant imrn'ation that adctjuate t:ix incenti\-os 
foi' eiiipUycrs (id \v<u' T^ieeht i v<\s t() liire and ti'aiii those indi v'diials 
u'ilii >peci:d needs o.i' <li.-;.>l\'an!aTrc.- c;»n l)e further refined and should 
i>e i:i 'v'cn a ireiiiiihe .'hahce. - 

.Ther(> :i i:e nnii.lif^i' of {)thor tax credit proposals pendin^j; iri the 
( 'ofiiri'e.-s th:it >]ibiii<l !)(> di,-eijsse<l >ei'if)ijs!\-. sueli as t liose ^iviiiu: busi- 
!ir-se,- rrtMlii for donation- to cflncnt ional institi.it ions tln*ouirli (Mpiip- 
hii'iit. h-i' >i{' I'.'M'ilitie- ov sliiii'iiiir bf pOrsoiiiiel. Tliei'e ai'e also tax In- 
ecnjives for I'mplfiyef - to iipij'rado a.iul retrain their current ('niploye<'s 
vnd it peinliMir n':»iitlif)t'izjit iol: of tlio einployei* educatloiial assistaiicr» 
proiriani ^\■htch o'herwise will, expire at the (>iKl()f this yoiir. 

Tn :i -iiiiilai' way. the tax a4i(l l'e£rulatorv benetitS-offered in tJie pend- 
iiiL^ <'iit(>r] ri-e zone jU*opo^als ousrlit to h(> tried. Tlies(> IxMieiiis cbiihl 
prevetit fjirt h(M- ecoiioini^' decline in s^)ecirdly-tar<jreted areas: _ . 

Ill tln^ nexJ f<'W vivirs. thru'ivwill be a fidl a<r<'nda, as tlie iie\y Jol) 
Ti'Miniiiir Viu'tn(»rship- Act -inst-itntions develop into an cfrn"i<'nt sysr 
i e n 1 t h a ! d ee p ! \- i n \' o 1 \- es 1 o r- a 1 c n i 1 by e rs an d com m i t ^__.^J" a t e s and 
^O'-ni ijJ^'s- to irn])ro\ innr employmcMit rtiid einployability within tlieir 
jnri-di<;i ibiis. 

_ ^.Ve do not believe; Ponf^ressman:- that this is the time to clianjre tho 
, r < )1 » T i n \nls P n 1 1 1 1 e r^^l i ip Act 1 e IT i?l a t i bri . bi it rat 1 1 e r , a t i m e to dove lop 
and .ivfipc f>[»tions whieli can ])v coinplenientarv to that system. We 

v<)u]d r^eoiir'i.rrc yon t o deinbhstrate tlie waliie of ariy tlew ideas iri pilot 
progra m-',_\\liil<> proteetiiiiT^ early development of the partnership. 

Tt is '^'till j)os<ible {/) act ou a number bf these duririfr the reniaind^r 
of till- Tonrrrcss. If l»r>ih Phambers could complete action on bill.s 
i'(>vi-^in/j: \-o(*atibiial e(bicatibii. establishing]: enterprise 7.ones, provid- 
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in^' tax inrontiv('.s for iniprovinfr oducational institutions, and co- 
ordiiiatinp: title III dislocatotl ^v()^ke^ traininjr with uneiiiplovment 
in.siiranct\ a groat doul will have been accomplished for the benefit of 
the Tinoiii ployed; 

It can bo done by building sensibly on what we alreadv have. It 
would not 1)0 productive at this point, in bur view, to undertake major 
now initiatiyos or ontitlonient programs without having first proved 
thoir value on a smaller scale. 

Tho riatiinvqf iinomploymont does not lend itself to any single an- 
swer. It will ro(|iiiro contintiod cbmihitmont and cooperaHon among 
l asmoss, labor and govornmont and educational institutions to tap 
the variety of rosonrcos and expertise necessary to meet our labor force 

TtOods. 

I cominond the committee for holding those hoarinj:^s so that a broad 
poi^poct jye oh oniplm-jnon and unemployment issues can be developed 
and decisions made in that light: 

XlvankyoU. 

[The prepared statement of Mr. Kolberg follows:] 
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' pLjf r- t '.in i t i :i Icr- ■ i i Mfi v in c a'j *5d and trnq-tie-m anem ployed 
j)ti-rj.'n.5 r. p. "ruqh strrn-^ pub I i c ^ p r* i v pri tne sh 1 ps r t 

:v j.s 1 , ]f v'i h :n on t: , 1 a Or. r- , ed uc a t i <^ n , .ind co iti iti un i f: y- 

D .1 V- r- ■] .-i n i z d t: i n s . The A I 1 i a n c e has h <:)d nearly 15 
y-.-jTo -i;< pe r i once helping 'jn^mplryed youth and adulti^ 

n. obtain productive jobs in business and industry. 
E'/'j -r y .-1 d [Ti i n i 3 t r- a t i o n since N A 3 ' s founding in 1 9 3 has 
*: u r" n •:! Co u to continue our" lead in developing and 
.niintiainin'^ business community commitment to train and 

0 :n p I y t h o it 3 a d V a n t a g e d . 

Th /National Alliance of Business wo r- k ed hard f o - 
p"j3oage of -.he Job T-aininq Partner-ship Act (JTPAj along 
with fthe" major national business organizations, and 
this cr^;n;nitment continues in suppor-t of the Act's 

1 m p I e m e n t a t i h . 

Business inter* est in this legislation q*'5w out of 
c o h c e r- n zr,r the quality of labor- force entrants and 
r- a p i i 1 y changing skill demands Upon the c u r "r- e n t 



The business community had cer-tain co ncepts in 
m i nd which we r- e essential to its su ppo r t for pas s age of 
J7PA, and most were eventually incr:r-por-ated into the 
law. We soijqht to establish a for-mal system that would 
redijlr"e gehuthe collaboration between pr-ivate enterprise 
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- 1 1 i c- n ;j . Tho r 
i u 1 1 ^ .V i t h b .1 r r i e 



.i:-j;;ist: ^h'? librr m-n-koc in its 
t r> e m p 1 o y m V.' n c b e c r n e p " r - j u c t i v •■i 



W ^3 r t9 c c- ^ n i z e d the i m p r r c a n c *? f - f getting the 
•■2m pi r vers, whr- ;3 r •? these that must use the e^iplryment 
.1 n 'i t r .3 i n i n q system, to p a t i cr i p t e in d e v e 1 r p i n g the 
tr.'iining and placement ppc^ ;■ t un i t i es fnr the unemolrved. 
This r-equired a reassessment of both system rt labrr 
:< ■■: h . t n g ...^ s e :^ v i c e s established u n ti e r the W a g n e r - Pe y s e r 
Ac t r : : 9 3 3 and the pa b 1 i c t ^ i h : h ^ "system established 
'J n d e h. e C f m p r e h o n s i v e Employment and T r i n i n g Art 
(C^TA) c i I 3: 

T'" m_lr;e thio system a regular ao-jrce c t p^-oducti-ze 
employees, it was necessary t r- .a s s u e that skills 
ie'/elf^ped thr.-'jqh tne use o^ publir runds were usetjl 
a r, d e z : i c ; e n t w h e n c o m p a r ed to actual e m p 1 r y e r needs in 
the local err no m v. 



: u o 1 i r 



1 e j r b Training P a r t n e s h : p Act 
3 n a n y o t h. e r similar t y p e ■ f 
e c u a 1 i 3 e a u t h o - i t y between the 
: o r s f' V e r all aspects r f 1 r- c a 1 
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: ' y :\ i . . j , ; ; . ! : , : ^ i :-i j , i ■ 1 ;ri ; n : r. r !3 r. i n n , ,^ rvJ p - r -.7 r d m 
ri ^ : T h i ,"5 1 3 -i 1 1 i b e 1 1 " c r 'i n i t i c ; n c t Che 
I tie n ,1 " ,1 e .3 J p r i V ^ e : t: n r expertise, r e 5r u r c e 5 , and 
pr - 1 ^. • r. 'li I c ■ r p u D I i 1 y r i n □ n c e ■> t r i n i ng p r c: g r 3 m s tr 



The Act incr;rp crated a new concept of local 
^i'/nte industry cruhcils" (PiCs) as the primary labor 
:i r '^ e t . r -i^ .in i z a t i o n in each 1 r ca 1 i t y . The PIC structure 
,d t z 13 employer-led, and its membership is chosen 

sin •'ojcininend3ti<^ns made by general purpose business 
j-.in:::it ic-ns in the area. it is a process that enables 
'e pr"-7':^c^ s-^ctr" to choose its own best leadership to 
'Ip each locality carry out public responsibilities, 
le c.' unci I provIde:s pi'ivate employers and other 
mn unity members with a frrum in which to discuss and 
ape judgements about the training needs of the area 
,d how best tr meet them. 



The ide,a r. f us i nq qeneral purpose business orqani- 
t i c ■ n s was t get local employer organizations to 
CO. r t and wo r k with the private industry council, and 
encr'jra^e the -general business community to help 
ain and ultimately hire the trainees. The business 
entity ^-f the PIC, with its 51 percent business 
ijrrity- .-nei-nbership and its chairperson chosen from 
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v.- ; •! - -1 : " • ; , \ • ■ ': \ i" i i '; j n ir ;i t: i t ^ *: :i n t 1 i v r a g 

privJ^^? ^^ijct:'* r;ijp[;ort jnd jse 

1 r 1 / 1 J n . i -.^ ■ ! m p I - y m ^ n c 'i n J t r a i n i n a p r r q r a ;n s . In 
V I w , •:. i J i i •? n t i y is ^: :' i t i - j i the future 



T e r e i r o now n v e r 5 3 ;1 now p r i v r3 c o i " u s t r y 
■funcil.-^ in oper^ti^n n.^ lion wide. Their rnemb«.--.s repre- 
lent a b r r 3 d v a r 1 t y r t business leaders, f r r m the 
V- r t u n e t r p 2',^ t: r- 1 c 1 e n c r e p r e n e Q r 3 , which is w h a c we 
, T J i f p d r - , Overall, about 11,^00 new business 
r I a n -r r s 1 " e i n v o 1 ^7 e d in rn a K i n g this initiative wr, r k . 

one of the greatest clialtenqes this system will 
■i-re is harnessing and maintaining the commitment of 
oldnteers to the PIC. Successful partneriships in any 
ndeavor 3^ e based on mutual respect, trust, and 
onfi-iehce. All partners must believe in the mission of 
ho joint venture .and see themselves is sharing equally 
h both -isks and benefits. The partners must ha\'e 
qual access to resources, staff, information, experi- 
nce, and the authority to unleash them. 

If the piartners under JTPA cannot perceive their 
uthority as equal, we will not be able to maintain the 
nvolvement of top nanaqemeht of either business or 
ove.^nment. Sustaining interest and getting results 
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-n "ii-j J ;i ii i p will -impend <-'n hr w well it is 
i n ■} •■: o i / r w i iri pc r .1 h t t h 1 o o u 3 .1 r f: r r h e partners, 
V iney ire Kt^p'. i n f:> r nn ed , the 3 i ;g n i r i c ance of the 

1 -j p I ^ y - i b y -i a .r h , i n d w h e 1 1- e r rri a s u r e a b 1 e results can 

jc h i e V e i . 

This will require a genuine effcrt from local 
ected r t n i c i 3 1 3 and PIC members to build and ^ share a 
a i n i n ? system and pr r,'^ r a m suitable tc each community's 
*eds. I^jr-iw piC T.enibers will need to better understand 
w h. i ■/ ^ i 1 a b 1 e j f ^ b training systems work and be a b 1 ■? 
• ;;<p:( -e 3 variety rt opt inns for the role of the PIC 
-1 r- e w r r :n m u n i t y i n s t i t u t i r n . 

Tae primary responsibility of the PiCs will be to 
^1 with the three to four pierceht of the local labor 
?.r <eZ that are s c r u c t ' j r a I i y unemployed, primarily 
u r. .-( , w m e n , a n rj i n o r i t i e s . It is an enormous' 
a 1 1 e n a e f ^ r any system, but one we are confident can 
addressed unde'r JTPA. 

The success of the P I Cs in de a 1 i ng with the most 
f f : c 'J 1 t I: a b 0. r market problems will e x p a r (j their 
pa c it V in the future to include not only the disad- 
hta'jed b)t the em plry ability of the whole community. 
T s will d e v e 1 o the r 2 c a c i t v t c help prevent 
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' r ^ 1 I 1 'J 1 1 r n i^'^in '-^- 'jna .3 1: ,^ n.i th'-i" ir'i.i'^ Luer ;n ;j r k e c 



T h pr c -J r-i c i 3 ! - t til-} PIC t r be r n t n *3 p r i m a r y 
J r in Ti u n i t: y i n :5 r_ i t. u t i r. n for a rj d r ^ s s i n«;] labor market 
prcbL-::n:5 is th-^ impr^canC pr^ i n t I wish to emphasize. On 
^ - <" " Hani, wo n e e i t r< a s s u r- e t h a c C h e y ha v e 
j'lbdcantii! r^n-^^r-in^ r-esbr^hsibilities tihat: will -etain 



w f: r .3 u >: 



I 'jn t '3 e r 3 n nd nurture d ev e 1 r pm en t r, 6 the pa r- 1- 
■iH (.n the r.the** hand, we iTiust: be careful nr t: 

n ^ i f: :i t :• o m :in y no w r e sptw: s i b i 1 i t i os be f c r e 
M.i ! :han :e tr ost^clish themselves cr learn 
:eo-j w i uh. their m nrar, i ty' s i :ti in ed i a te t r a i n i ng 



. n f ? I n t: e r : ;n , I b : i o 



■-^x i.'n 1 no P.r 



: r. ; r. ', p - - o . o ;-n r 



1 C IS 1 :n po r t a n t tin a t we 
her r e 1 a t ed p u b I i c systems can 
n a t i r n ' s 7 r w i n n e m p 1 o y n e n t 



r 1 n tin.' , t e ■ j n o ;n p : c. y m e r. 1 n s 'J r- a n r e 3 y stem 13 
p. £ : r od by sr m e 3 s d pr t e n t i a I sr u r co f •: - ;3 i n - 
J . T J : 1 e m p 1 r y wi e n t i r. £; ci ^ ri r e 3 y 3 t e m a s ^ 
t:i".'^d p-':m.^''ily rL;t rf emplryer t3xos, is 
1 z Z I ir\ : L -i i ::'.]- ion aj .-^.r-.'-y rjt the 
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M.i , t :c ist m\ b^-? j 'J::;t i : i'?d to 

1 ... ' ; in:! - e .i y w< r" k f c - ce -i u - i 
' 2 f n f i ,: i f w ii t Li - n . He-, w e v e r , we have 
:M ^ 1 1 - f V i p.] numb r r-. f 
will n < t' 'J rn t r jobs because their 

■1 by .-1 p 1 ' 1 : y ch.infjin^J t:echnnic>qy. For 
, it m i ] h ;ri .i k e 3 o n 3 e to e x pe r- i m e n t 
:>»:;rn-3 ot u.5in^.j com pehsa 1 1 on payments 
; f ■ - - : e r. r 5 i n i n . Since 3 u c ideas 
? n 3 i V e , c he y 3 ho u 1 d hr^ t be i rit pc-. 3ed on 
r. : ) .1 e t r i e ;.i f ■ n :i 3 ."a all s c ale. 

■ *' U 3 ; h .3 a n e rn p 1 f ^ 7 m n t compensation or 
^S3i3tance to meet ji3located Workers' 
-.lie Ti^le [II oc CJTP.A pays tc " their 

r.ha t 3hc' u IJ be ut i 1 i 3ed . The 1 i m i ted 
ts wr aid 1 ead i hd i'j i d aal s to ward early 
c-ijt :nd ijnJe--o -etrainir^vj. 

yment insurance syitem and the job 
13 must dr Tio?'e Co provide eftective 
H^jv.S -r- ijiise 1 i n7 , inc related services 

■ . •/ d . T h e 3 •) t e c h n i □ e 3 have proven 
- : : h-r ; f 'J I u j i 3 U c a ted wo - ke r s . 
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T\] n w f J 1 1 n n i ri ] p " ( ■ c e s s t f ■ r the j r b s o r v i c e 
V i ,: h - '? q 'J i - 5 ^ i n t p I n n i nc] with [real p " i v 1 1? 
'r. " ■/ re on oils anci mandates review and certificatirn 

t i '. h '3 e r V 1 :r e p 1 .3 n 5 b / t h o S t t o J r b T r <?i i n i n g Co o r d i n - 
I ■: h j t':r . r\ pi c i I hr^ I d f> g r .1 C he ' pe ( ^ f d i o c t i n g j b s e - v i c e 
?r::.'rt:5 trward the mest pressing employment problems in 
i J ^ .1 t . T h ^ C p r c e s need? Z(> be n c o q ^ ,3 e d and 



Pr ^' ^ J) m .-i t h n t focus c^n a i d i 1 1 u i s I o c a t e d workers 
. i ( n ^ i n iJ e to be a priority. The hew p r o r a m < > f 
; - 2 r, t :^ f f r ''i i s 1 c a t d wo - k e ^ training under Title 
j 7 P has rot yet been fully i rri p 1 e m e h t ed : Mr^ s t 
•3 hcjve been busy trying t:- meet deadlines for the 
•„v 1 implementation of the j T P A s y s c c , and they 
-: been able to fjr-n their full attentirn to Title 
1 T t e .3 need time to plan careful use of the funds 
lb"-} m d t r think beyond r ^ u r present experience 
:islf cited worker programs. We need to ' ' the 
e f r" e c t i '/ e w a y s to help those workers w ho have been 
ackorne rf so-cief and who are out of work through 
M t •: f -he : r wn . 



0 t :1 e r c : the great e s o u r c e 3 a v a t 1 :^ b t e t r r 
7 a d retraining is the vocational education 



V o :- k r f o Q b 1 i c a n I o r i v a t e 
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ii J "^ [: \ r y'j?*"3 : :^ mini i ; 
r ■/ i n j o n o 1 ' •/ :n »i n r :i n 



j V o 1 f" c n .1 r e f i r p r i r n s 
f:r- that syste.n: We wratd 
? t h V 3 1 'J e r C new i -3 e ri s in 
i n-J t h*i 0 a r I y --^ v ■? 1 r. p(ti e n C r f 



: t : 5 1 1 '. I pf 5 o i b 1 o : r r t r n a n u n b e r c; f these 
z:.-: " -.^ n i i r. ; i e r rf thi3 Cr no re S3. If bo tn chambers 
: ;] : -i - ■ ;n p : t .i c t i r n c n bills i s i n ^ v p c a t 1 r, n a 1 

•J ! 'J o t : ' n , e 3 t !i c i 5 n i n^;; enterprise z r n e s , p r r v i d i nq tax 
1 n J r. t : ■/ 'i ^ : ;n r i n g ed u c j 1 1 r n a 1 i n s t i t u t i n s , and 

J r" ^- r i i n -3 1 1 n 7 Title III d i 5 1 r c a t ed worker training with 
■J n e !Ti p 1 : V ri e h t I h 3 □ r ^ n c e , a great d - .i 1 will have been 
a c r r m p 1 i /, n e d for the benefit of the u n e m p 1 f > y e d . It can 
be Jrne by butldih-j ::;en=5ibiy on what we alr-eady have. It 
wc-jIj nr t be pro.-^uctive at this point to undertake major 
new initiatives rr en t i 1 1 eri oh t programs without having 
: i r" 3 1 oroved their a 1 ue r-n a smaller scale. 
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:r,-;n:jl^ /.ri'^nt t leno itself ::r 

I'- will r ^ ..J -J i *" ^ . h 'j'-.i jf n :n i :ri n 

. nj : , 1 it.f r , ] f v :^ n n f: , in:i 

, . n • "i p h o ■/ i - i *: y f : r 'i sr. J « ^ 

,n ;vi n i t h-^ Cc- :n in i t: t o-e t: r r hr 1 J i n j t h e 30 h v? a " i n-j s 3r 
1 i:)"'. .I'i " j;:'^': t: 1 rn >f iti p 1: c y n -j n .;ini] an e in p I r, y rn •:?n !: 

. ; .: } :^ ;^ -> j - ■/ -J 1 : p ,i mi i ^ : i i ' n o .ti 3 -1 o in " h 3 1 
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_nopivs('ntativ(» TvrxcRKN. Tlmnlc you, Mr: Kollx^rp;, and thank you 
all for yoiir tostiiiioriy. 

Afr. Iv<)I)>('i-<:r. last week' \V(v liiul. i)(*nnis. rnrov li(»n\ who is s(H'r(*tary 

pointnuMit in tho prorrrpss of tlto formiition of PTC, surrrrpst jn^r that, 
(hoy iha\- hi<ririri^r bohirifl Pchofliilo. T t:iko it fi'bin your testimony, 
youdo not Ik^Iiovo tliat to bp tlio raso. 

^fr. Tvorju:nf:. There liail been sbirio of lhat ojirlior in tlie year, Cori- 
^rressnian. T believe that tliere were 22 new Governors. Some of the 
Govei-hot's had a ilifliciilt tiiiie /rt'ttiho; nroiind to this partiridar new 
responsiliility. of tlieirs.. I l>e1ie.ve it is fair to 5ay that, all States are 
ready to <^o. I l>ol]eve tlie October 1 (late will be iriet. T believe we in 
tlie business comniunity, as well as tlie Con^ri'css, expected more to 
liappeii over this first year thaii is reasonable, to count oh. It wa?; a 
lieaN'y job to put in ]^1aee a new syst.en.v involving 20, 000 new people, 
CuyO new i hst it ntioris startihir off with States and then worlcirig their 
way down to the grassroots in ever}' State in the country. That is a 
nia jor t ask. 

T think we can. point witli sonic pride .to the fact .that this ta.sk will 
be liccoinplislied by October 1. We hotv have the "iol^ — ""we.'-^ meaning!: 
the ]")rivate industry councils and the State eouneiks- — of takinpr a look 
:i( tlie ]^to<jft-aii1 that luas preceded thoii* bein^ on board, the CETA 
prnrrrani. and rnakin<r the k'ind of ]"uT)nfram iilanninpf decisions over tlie 
next 0 tiiohtlis that will redii*ect that ^^ropfr-ani in ways that the private 
industry councils are more comfortable with. 

Rf^iresentative I.fxnnKx. That lea ds-Hie in tii another ruiestion, which 
is: You mentioned that a munber of States have new Governors and 
tJiat may ha ve been the jca-iise for some delay in jrreariup: up \vith the 
.State ]>artici]^ation. And T would like to ask this of all three of you. 

\ '-f^ vou satisfied-witlL the level of comnntment and cooperation that 
vou are recei vin^r- that the br^ranizations that you represent are receiv- 
iiiir fr'^in the State p:overnments in preparing: for the Job Training: 
Partnership Act? 

- ^fi*. r^>rpnKr:r.: Yes: T. would certainly ihink^so:_Canj[r^cssman: The 
State ^rb V e r n m e h t s ha ve bee n _r e s j">b n s i \*e . T tl li n ]c ^ f r . Tv o 1 1j vy^'^ _<^bse r - 
vation that the bip: job that facos us. first of all: was liarjiessinTr a jot 
of private industry pebple. fu-st of all, intb the prbo-ram. Xbw we have 
<snt to nmke it work: . . _ . 

T n this c b u n t ry . we d o n b t h a \'e a 1 on h i s tji ry b f p li bl i e -prj va t e 
<-oop.ei-at-ire ventures: tt is a relativelv new thinjr on the jiorizon for 
ii:i5l.vbc _.-0 years bf ('xperienee. and some? maybe riot vei*v <xooc\ 
ex))eriences: _ _ .... 

As far as the vState frbverriment, thbu'jh. they seerii tb have respbrided 
vent' welh _ _ _ 

R^'Pl^'.^rilt^ll^^^.'f'T^'^^'^r?^ ^^^•^^^'."IP^^.- 

^[r: SKArT»r:i::.T thinlc. as in any effort of this sort. yo}\ will find rotten 
app^f:?-^" the barreb where there has ribt beeri a history bf piiblic- 
privnte c()0]^eration and there is a jrreat deal of Itistorical antipathv 
01* pblitical pi-obleriis betweeii the business cbmiriunit \* arid the State 
n-orernment. 

It ba^ beeri iriv experieriCe ffbril talking with but* trustee cOlnpariies, 
idthou^rh T do not think thej' necessarily' represent the whole lot.. t hat 
they have erij by ed a relatively ^obd sticCess. Parth'. it is because these 
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riHii|>:ihi('s nir rclnt ivi»l v liii'^rf" •'irifl whoro tlVoy r]o exist; tlioy ilHVo on- 
jc>viMi. }i I iM' Iii.>tor\M)f pill ►lie' pri vat(\(-ooi)(M\'.it i()n. . . 

I \\\\\\k Hie I'cjil irit(MVst iii<r tost will lie ill Stiilo^ tliiit liavo not on- 
j<>.vo«i tiu'in. niui lluM'c .nr(^ soiiu* iiuit ai'(v ;[rfUU,ir t() liavr» io luako sona^ 
ad jii>t iiii'iit . Hut I tliiiik witli tlit' sijpjiort (if tlio ^roiit UMiuMi Ium'O at th(» 
taiii«*. liici't^ is ^roinir to Ixvcon-idtM'jihh* (vii'orts on tho ])art of tlio pri\'ato 
M't'toi' i i) iiialciv-inr I liat ( lio iMiviiuliiiiiiMit is ;i <jootl our, 

Kopj'tv<tMitai iv(^ lyi NcuKN. I aj)l>r(»r:iato that IxM'au^o one of tla* con- 
I li;iv(', aihl jM^ liajls I aiii t oo slc('[>l i<';i ! oil this sort of tliui;!, ImH 
i Icivo ohst.T.vtMl thai ino>t of i h(v St at('S, .iio_ niat i or whotlior thoy aro 
lopri'.-i'httMi liv ()n(^ paity oi' iiiiotlior in tlio (^ovoriior's lioiiso; love* In 
roiuo Io Coiirri'o^s and ask. us for fuiuls, hut Mioy novor coino and :isk 
M) :^ha r<M h(^ (h'lir it t hat \vo havo. I I. iiiiirlitiM'. ! 

i f thoy aro nso<l to tho idoa of ns ('I'oatlnj? puhl io sorvio(> (Miiployniont 
pioi::iaiM-- whoro \vo jiiiy t]i(» in()i:oy iiiid t li oy ^rot thoir itkuIs and thoir 
lii^rliways l)nirt, t horo rnij^ht.lx^ a ioiu.lonoy to sniip(.)ri t hoso lA-pos of 
proirraiii.- a- opposod to roally j^oiiig fill] hori^ for this ty['o of a jn'O- 
n:rain._\vhi(di.is r(»aliy a dopji.rturo froni tlio past. 

So I am (dolisod til loaril froni tlio thioo of voii that, <ronorally spoak- 
in^^^yoii sot» a oonniiitinont on th(» Stato lovol. 

y\v. Ki )i,iu:ito. (^iriirrossumn; i-f T ooidd iiUori'iipt forjtin/)iiion.t: Tho 
rjovoinors A>soriji_ti()n, lod hy Tiovoruor ^^lathoson of T"t;ili an(l (loy- 
oi'iior dii Tont of Di'lauaro; ])-(>ijit(»d-to tho doh Training: i'a.rt.iiorship 
Art as roally. i ho first ho^v fodoralisin iaw oh tho hooks, Thoy a^)^^ 
jnoarliod it tlia-t \vav and as a (lovornors- Assooiation; took it vory, 
\o.rv sorioiisly, T h(d'o\'o, Now, iiot (»v(\ry Stajo h;is doiu^ .P^^^'fA'J'^.b'--^^.^ 
all, I »nt I thiitk- as n irrojii^; as tho 50; T think it has hoon a .snrprisinrr] y 
irood iran-ition, /riioy havo tnkoh it ^'(M'y Pi'rionsly, In n;ahy yasos, 
rjovoi'iiof > -h;i\ t>-ln»on j)oi'sr)nally involvod in tb-(^ trai!si.t ion : ha\'o ])or- 
sf)nally ni(-kod tho nioinhors of tho Statt' oounoij ; Havo Ikmmi vory iiiu.'h 
iiivolvisl in dt^-sijLniat iiiix tho h)oai soi vioo doiiv(U'y aroas; 

So T \V(*nld hav(^ to say in aUsw(M\ ( 'oii^ri't'J^^ 
porfoit, hnt a vcM-y; voi-y ^^oodpcrfornianco on tho part of t.h<* States. 

Ki^pi osoniat i\'o Li nokkx, W(dl, I wonhl U^^*^*<^ ^*»y 1 ^^^Lf J^^lU'^'^"^^*^'^^ 
to lioai- ihaJ, I.n-t woo.k AVt^ iiad a roprosoTvtat ivt^ of thv Ford Afoior Co, 
a])poar h(d'or(\ns and dlst;nss tho johit irnihin^ ^T"^.''*'"^ .l^^**^^T^V^Jil^ 
t_M)riij)nny-and tho ITAW: :\nd ho is also involvrtl in tl)o Job Trainiii*^ 
Ta ri ni^rshij) Art , 1 Io _inad(\ a jdoa ilia t \vi> not i^iakc^ jiiii jor yhatigos iii 
tho d(>ii TraiiiiJijLr I'art run'ship \ci i)ofoi'o vvo.luivo._a oli.anoo to roally 
<^ot it >tarTod^ IIo ha^^ sniTjlosi t>;l t Init oho of tlio dinuMdtios Hiat \ve 
havo hasioally laid f)ut n now .l)all tudd upon wluch .to play tho jn^anie, 
that |MM)])lo ai T ho looal lovol, St:it(^ lovid, and so fortli, woro iisod to tho 
oj(i C'HT,V pi'oirrain, althonsrh tlu^v sa^v tho piohhMns with it. Now 
wo. ha\o ro(h)iio that wludo thin^r aiul thoro is a settling oiit proeoRH 
thai wo nin>t^ <io thioup:h so that people familiarize themselves with 
tha[, 

r would just ask is thoi*o a consonsus from tho tliroe of 3*011 tliat tlmt. 
1)0 i oaFo ^ 

Sf r. .Si:>rpiJ:. I iconic) not a<rreo witli you more on a porsonal perspo^: 
fivo, ^\'li(Ui r W51S oh tho T;d>or rounriitteo, involved in CETA, there 
w:v> only 1 year tliron<rh its out ire lifo that there was not one major 
polioy rhaiiVp, It is hard to toll tlio rdn<rress to keep their hands off: 
f Laup^htei*.] 




326 



Roprpsoiitativp Luxchkn-; PartinuiaHy in tin bloHidh year. 

^I^^i^ l^spcfijilly in ;ni.(»l(»rtion yo.ir. fL.iiifrhtcr. j 

KitiifT thoy will .ixld iie\v tlHTi^rs ar'sliift it or ro<»mplia.siz:o. Ahfl 
r''"AUA'*lU^^liI}^_^yAUl J^Ha^^ of r()in-si\ tlu'iv iivv appropriations, (liifor- 
oncos and pcrsojinaLdifToroncos in departfrionts. It if very difficiilt to 
- pdssibln way tliat we caii keep hands 

oir tliis profrrani, Tiiope wo caudo it; 

U^'P^^^^'i^X'lU^'f^ T^y^^^ 1^0 yon a<2:roc with that, Mr. Kolborg? 

Nfr. tvouiERo: f ajrroo: _ ' _ 

, ^^I- ^•>^"_\*"'r^v Tb^_bi<^ challon<rc, and Mr. Kolborg read some 
ini])n'.ssi\T names of companies that- W4?re- involved in this pro/rram 
''^^^^^"^'^j^'^'^Vi" J^veixbig way. And J think we have had. and I think 
my colleajTiies hero would a^^ree, tliat the larp^er corporations of this 
Xation have, cert.aiiily seized upon this opportunity. They feel it as a 
re.s])on«^ibility tomakeitwork ... . 

/^'^^^J^^^?^ A'JU^JJ^^^ some way getting all of 

(lie small businesses involved in the pn gram, getting them to be a part 
tJ^^m excited abo^^^^ opportunities that it provides for 
thorn as far as providing workers: And these small businesses, the 
^ ^ " ^ * ^.^^ f^ssf'S h aye as inii c h b f a so n i a 1 _ cbh sc i bu sn ess 
about t lieni jis the heads of larger businesses, but getting them involved 
is a more diflictilt process, 

1 MM' this jis really the big vliallengo th.tt.we have: 

H'" ^'.^^ ^ ^ ^' ^ '^-'^ ^' • I jin t i c i p JT t e d in y he x t q u est i bri , w h in 1 \ 
was going to bo how well have the smrJl husinoss leadoi*s Ix^eji into- 

niuc'li aiv tliov actually participating in the PfC's on liotii the local 
h^vi'l ruul-the S( :ite <^Otmcils? 
Do we have imy data on that? 

Mv. CAMiMiKrx. T do not think we have any data. Our recent survey 
^v(\nt but to the metropolitan chambers of commerce.' and we will bo 
about Mio luisinoss nf getting f lie ^ciud of ii.forniatibh tJ.itybu arc ask- 
il^JT <ihbut. T do not know of any data tnat we have that would indicate 
in vol \(»niont of firms of loss than TjOO ill vol Ved. 

Tlv present at i vo _Lr vni^ i-^^' .A nd boca use y on i nd i cat od i n your test i- 
mony a significant amount of.tlio no^v jobs'oroatod over the last decade 
^'AV^'>\occiijTod with small business. Tliat is consistent with, every figure 
(h;ir I have soon on it: Anrl it would .strike mo tliat-wo would bo making 
'V j l^i/j'j*. j P '^I'.vRf" . ^^"^^ « ^Vf"^ si; v> 11 Id do, wolcbniofl t lie con t ri hut ion of 
t.ho hirgor companies, (]id not makcsuro that the -system- ha.s enough 
^^^^'^'l^'Ji/.^^ii^ j^. ^o Iho small business individual, the entre- 

preneur, at the loc^l lovot. 

And r guess that Wf)uld bo a ([uosticMi bf the three bf yon: Is there 
suniciont Ooxibility in rhis.sv.-lom a- it is .sot. up by-the legislation to 
allow, thiit participation? T ]<r(.\v it is a challohgo' fbr us tb got these 
indiviibials, but is t hoHMUiough flexibility so tliat It is smietlung that 
sr.uienuc on n Jor\Ml level, a lochl liiisihoss person bf a small size cbrri- 
pnnv can pnrl ij'ipato in and fr^ol cou fort able witli ? 

A^^-P^Kt.T.. T thiiik there is, sit*. The tirbblom is cbrriplicated, 
fA^^P-P^-^^f'v^^y ^'^^'^ ^' 1 -mall Ihismiossos are hnviug.ofjualjy as hard, 
if not a harder, titiioiji '^opiu.fr \\\t]i the locossinn and tlio coming: but 
jh^^vU^flJ'f'/'O^'Ci^^^^^^ peril a ps, is a hurdle thnt we ar^' just going 

to have to deai witli: 



320 



327 



Biit as tlii^ (•(•oiioniy rr^'ovc'is, I tliiiik Vvc aro goiiig to sec mbic and 
fiuny ^JI.lall ^usin^^-^('s. moro and morn invoh'orncnt by small businesses, 

Mi'. Kui.UKur,. 'i'licri* is cnrtiiinly iiolliiiig in I Ho. Ii^^^ishition that 
iiiliibits small busin_i»ssi»j5 buin^^ vury much ijivohoil witJi tlie private 
iiuiii.-try I'oiuicily. AMiiit worries uie liidro, I tliiiik. is the thiii^ that 
Mr. (';im|)bell was alhulin<^ (o. anil that is how much Noliinteer time 
<l(M's fill' typical siiiall busiiicss pci*son have to give to soiiicthiii^ like 
tills. And thai- is ^roin/T;. to be the problem all the wa}' throti^^h. 

I*:sscii(4ally. what wc have iloiio is, liy law. iiiiUidate a voltnitcer .^y?^- 
tcm. And vohmtoers cannot be mandated. They can be niotivati'd luul 
rewarded, "We iieed tn be Very caiefid to stiilF fhese vohuitoer bodi(»s 
s<) that Hie 4, .1. i\. 7, S hours a week that could be the niost that a .^mall 
business pers()!t couldigive, that time and that talent aiid that knowl- 
cd^^n\t hat that persori has is cn])' ured and is used well. 

1 thiid< -iliat- is the thlti^ ih;"t we- all iieod to ujiilorstaiid. tliat we 
lia\-e niandat(M| n set of boards of directors r)f volunteers, voiy i)usy 
I)er'pli» whi) hine busiuessis to rwn iuid battorn litU's to j^ay attention to: 
And it belioo\(^s all of us xyho spend a lot (>F time in tryiiij; to niak(» 
tins system work to unilerstand that: and try ta figure iiut wluit it is 
IJA'^* _ ^'h(-r)ii ra^^es Mie volimteers to couie forward and ^ivo. tluur time 
;iM(.l iah»nts to tJie system: _ _ . .. 

Kej) resent at i ve Tji; n'oukn*. T .su_p])os(\one of tlu» thin^^s that wohhl lie 
extremely ini))f riant would bo to uud\(^ sure Ihjit IIumi- ])art icipai mu 
'^ 'UM^i'^'''jjiL*'d. or their infhieiu'c is fcH. jhat if tliey have thirifj^s to say 
about how a |)art icuhir |)rop:ram is rmi or : as vou sup:^(»st : astluvPTC's 
becoiiH* Ioii*^-tt»rin iiisj ii ut ions iiiniiehcin^r H^* ](K'al x of^atiohal edu- 
cational profrram. ihah it is not just ibe birjjest (wnploytu* in the coni- 
iiinhit v who is ]ist(Mi('d to as to liis (U* lior om])lovm(Mit lu^ods. biit the 
entirt* I mi sinews con un unity: iuchidinp: the suui ji.hnsinossman or Wfunan. 

.NTi-. Serti [)!(». ;\'ou iridicat(*d \'erv str(ui<rly. but rat hoi* bt^iofly. that 
j liere are ])rob_lenis wit h i h(» "Rmoloymejvt Ser\'ici». the T\S. that must 
he aiblressed, "Won hi y(Ui Ix* specific* about tliat ? 

Mr. Skmiu k. T do not want to take no the whole afternoon. 

T^opi'e-iMit.'if ive T.t'xcnrv. Just tlie liinrhli^rljf s. [T.aiightor.'] 
. ^fr. Stmi'm:. The "RS has been our most important — up until the 
PTCV, po^siblv — iri)veriim(uif hd)Or iniirU'et iiistitution. It h:ts lituui 
ai'oumi since irio'Vaud we have ne\*er (^ven loolcer] at the iM-o<ri-anK Wo 
have Occ;isi(>M:il]y held h(*M I'liiirs ori it, btit (hat is alxiut as far as wo havo 
ir<>n<s 1'ct fliere w(*ro siu ious mana2rem**nt j'jroblonis, sfomnnn^ not so 
tiiiieh frOni th(» riiiality of tbos(» the ES eiiit>loysJuit froiii-tbo prioritioi=; 
of the svs|(Mu. wliieb stMuns I'atlHM*, T would say. coivfusod. 

The I'S hils liiul ii uiiiei'ojis riiissioiis oV(U' time. It seiuus to havo-ad- 
pisttMl witli cvtM v chanLTi^ in th(* wind.. After t]io war. it was inainiv a 
vetiuvuis r(M)lacemctit sei'vice. Tn the lOHO'.c; it do^ilt with t lio- disadvan- 
tjitred. Tn the r(»e(Mit r)ast it luis emphasized placomont. Since it has 
alwavs futvded itself by job plaeoiuont: aud lins wnrkod for. a lonrr 
pc'i iod of fim(» nnd(U' a f(u*ujda that awarded job idaceriu»nt jiist for 
job nla<'(vtij(Mii 's sivk(\ it has excluded othe^^ very important tkiuirsthat 
tlie Fjni)lo\'ment Sei'\ ice could do. particularly in tlu* area of coihisol- 
iuj^ aiid -job searclt: - _ . . _ . . _ — . . 

r thinic the svsteni has become Iciiul of cahdned^ TjlL\i.]V"r>P^\f til that tlie 
pij^u-isijinis under fTTP:A: which wiil allow for a frreater injuit of the 
PTP's itdo workinir out with the local (>niploymoht service, may sud- 
denly jLdve it some more life. 
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. Bnt..rirrlit now, it is not viowod with the creel ibiji^ 
IliV^^^ That is wliy 1 (hinlc wV* imnl some tiino to spend looktiig at tJic 
whole institution and iiow it is .structured iirid what kind of priorities 
estabiisli for it, 

Kepre^-entative Luxgrkn. Another question that was raised in previ- 
ous te^^tiinony was a better job of niatchup between job opportunities 
and people searehiti^r for jf)bs; and the su<jr^re.stiori that we do a better 
job of ;i coniputerizeil network on a hiitionaj scale. 

That prompted the observatioii that jMU'haps sdine States would riot 
want to advertise the fact that tlie}* have jobs available if they have 
tlieir own uiieniploynicnt problerii. 

From a business perpective. would you suggest that we encourage a 
better coordination if coniputerized — ^it does not have to be compiiter- 
i/.ed — but an easy-access, niatehing network such tliat we have a better 
idea where jobs are availiiblij, where tliey riiight not be available to the 
people who are there? In other words, |)eople who are trained in other 
areas or have a willingness to work in that particular field would have 
a better knowledge of the job a^•ailability in another part of the 
j-oiintrv: 

Mr. KoriiKUG. Congressman. I think we have some cruel dilemmas in- 
volved here. The ii4*obIeniavith the jobbank, job matchingand coinput- 
ers i.s not the hardware. The hardware has been there all along. It is 
there now. 

The hardware is far ahead of the willingness of employers to list 
jobs. It is garbage in. garbage out: Unless A oii can get employers like 
Mr. ranipbell and 4, 5, G million other employers to see that tire phbjic 
eiiiployiricnt service is soniething that thay watit to work with and 
there is soniething in return for tliem, all the llard^yarc will not do it. 

The qiiestion that has been looked at for at least Uy. 2n_years,_nmybe 
longer than that, is why is it that employers typically. __do not list th 
jdl)s ? Well, it is ccnicern aboiit Government Jiitrusion, a. legitimate 
c f 1 1 ce r n a b f ) 1 1 1 equal e i n pi ( )y hi en t p r o b le i ns._ If y b 1 1 give 1 1 1 e G d v e rri - 
iiH^iit liiore tliaii they really have to know, they are going to eome to 
get you. . . _ _ _ 

There ii^ that kind of- fear: A lot of it is real. Most of it, I think, is 
ecoMonnoally mf)tivated. Wliy_slidiiUl I list jobs ^ I never hir^^ ^J'^^^ 
the eiUi)loyment service: anyway: i do not expect anyone in. this room 
1 la s o \*e r go 1 1 e t o t li e e 1 1 ) j ) 1 b^'jn e i 1 1 se i ; v ice look i li g f d r a j db. Wl iy ? B e- 
cause we arc pretty sure that the jobs we arc interested in are not listed 
t here. _l)e ca use 1 1 le e m pi dy e i*s 1 1 1 a t we wo rlc f or wdi 1 1 d rid 1 1 i s 1 1 lie i r j dbs, 
_ After saying all- these (Ul(\inmas, however, does it not make sense, 
1 ogi c a 1 se 1 1 se , t li a 1 1 h e m ore jol )s t li a t a re 1 j st e d i ri sdm e kind d f an a u t d- 
luatiejoi) phi cement: job matching system, is not that eeononijc good 
sense ? I believe i^Js. ^Mdst cduritries have drie that worses at least as 
well, probably a good bit better than ours and we really need to go 
back and readjust that. It may well be that ydri need the major business 
organizations to take it on as a responsilpility to try to educate busi- 
nesses dri why it riiakes ecdridriiic sense, why it is good business for each 
a r 1 d e \'e r 1 ) i i s i n (\ss to list jobs because o f ^y 1 1 a t 1 1 1 e C a ri ge t i n re t U rn. 
Like Xat, I suppose we could go on aJl xlay witk tlie jirohlems of 
tlie itmpioyinent Servi<'e. They are real. I think, as I sanl in iiiv testi- 
mdriv. to tii' the local einployincnt service onices and tho employers 
in that community with the private industry councils, over time, is 
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gnuv^ to iniikc a \)\}s, (liircivncc-What Ls going to happen? 1 think that 
is ^^oin*^ to vary aiva hy area. IVwt I think just s^iicjia^l^^^^ ^vill make 
the Emplovment Service a public agency that is responsive to the em- 
ph_)yers in that community. 

.Vir. Campijell. I think, though, Congressman, that the idea of a 
national network, or whatevor, and while it may be very helpful, I 
tliiiik we need to exphu'O Inug and liard this. whole matter of whether 
or not we can persuade a displaced :v^iil> "^vorker f I'om I^etroit to move 
♦o the west coast to work in an aircraft factory without some kind of 
assurance of a job and niaybe even expenses 

That is a very real and a very major problem. We do have some 
migration and within certaih industries, I supi>^ the construecion 
hidustry is the best example, but tlie whole idea of moving fanulies 
from one part of tho rbunti^: to the other because of the jo available 
1,000 utiles away needs an awful lot of examination, I thuik, before we 
ca n jind w ha t _wc tl link is ni ucli b f^a sblutjbn. 

Mr. Skmplk, I think Mr. iSampbcH's riglit on that point. Any study 
t hat has ever hc'en uiadc_shows that ij\a _per^^>iV ^vho does uot want to 
niove, tliey iirc not going to move. If a person's likely to move, they 
will move. But therc__is nb Oovernineht policy tlm^ cvcivswung 
them one way or anotiier; I think, particularly where families and 
conununities have been tightly str it is almost impossible to 

eiiciHirage agreat deal of movement, . 

That is why I eiui>hasize this hbtibn of early job search. If people- 
are unwilini^^ to move, ihen t lie re is going to have to be a good deal of 
atteii(i(»n <le\'f>te(l t() [he Ibeal sit Uatibii. 

i tiunk the. idea of a job bank — T might add that one of the rea- 
sons why the Kniploymeiit Service is viewed with soine eynicisin: ^"^Ticn 
thev W(Me (loinir tlu' job bank, and this n^ay have chan<red. bne ES 
nilire us(mI to liifle a [ob froih oilier enlployineiU serviees because that 
KS. was fundt'd ly how iiuiny it Iia(l placed. _^ 

So tliey had tliis elaborate job bank sy^^teni, but then individiuil ES's 
would hide th(» joi>s. Xeedless to say, it did not work very wclh ^ 

T think the problem in terins of employers providing the job service 
with ]oh opportunities ts a complex one. Tt involves a number of issues 
and soniet lines it is it eonijietitive question; 

Fjnployers tend to like to work more thrbiij^h their own asso^^^^^^ 
if ihev are going to do any Hstiug of jobs: T think that is beeause they 
trust t h e \ \ i a 1 1 d t h e re is a ee r t h i n sen s e b f eon fi d e nt i a 1 \\y. 

Tt all boils down to the credibility i>f the-cmpJoyment service. Maybe 
tlu^re is some way that we ean upgrade the ES. T think rriaybe the PTC's 
ean go a long wiiyto establishing that: . 

Ti e ]^ r e s e n f a 1 i \* e T. r X o n K y ._ On e ge n e r a 1 yj 1 i e s t io ri T yvb 1 1 1 d 1 i ke t o ad- 
diess to all of ynu: ^^r: Seiiude: you indieated tliat there are sonie 
assuuii>tjous that we wbiild all aeeept abou^^^ J"^^^ 
bor market over the next few years. Rut you also indicated that there 
i s a 1 o t o f r 1 i s]^ u t e a s to \y li a t we a r e goi ri g t b h a ye in t h e yv a y o f the j ob 
iiiMrket. TTow do we distinguish between policy options when we cannot 
jigi ee on the seenarlo? ^ 

Tn -rather words^ wo lurve.had people testify here that one of the great- 
est !=^hort_epmings of the Rureaii b^^ i^.^^.^y J^^^."'^^^' 
Mnticipatinir ndcquafely and in a tinvely fashion the types of newjoKs 
tint are irbiriir to"He rather large in the* future. We have had testimony 
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(liat nil.; of f lir jnost iniporfAnt tliin??rt wo can have isijoxibllity in dur 
cdnraiioniil. iiiMitiit ions: hoih vorntional and ^roneral acaUonuc insti- 
MUii>n>: siii'li t han hov ran rosi)niui fn tlu- new jobs that iivo uvailubic 
in ihrir ronununitirs and stop traiiiincr podpla for tHaoId jobs tlmt are 
wi^yv.v ijroniij: to ho there. 

Thfir all >o\u\d> ^ood as a ^^eneraJ prdpositibn, but when vdu have 
:H! ihc dith.ivni (^\^H\^ts tulhn^j: u> diilVivnt thin^rs about whiit type of 
Jt'l.-^ irolMir to iH>.ji\;iiiabi<u-b(>\v d() AVC rlvjU(> ( h(> tlcx i hi 1 i ( V 'ill th(» 
I riM I Who do uv list(»n to ^ Who arc the host people to frive Jis advice 
lo wliat |ol,.> will he av.aihibic:-at least iii the foreseeable future, so 
fi'Mi wo can have sdinc of those institutions nuike those cluinTTos that 
an* jip*'oss:iry ? . _ _ 

Afr; Si:Mpr.E: Well. I raise this in mv testinionv. I think you are 
ansolutoly <.)rro(::r. We can faiHy noli predict wliAt the labor suppiv 
will Jook Iik(». Hut we do not know what ilie impact of toclniolo^n. 
will 1.0 HI terms of demand: And I argue that since we do not know, 
wc. have to admit that wo do not know. 

I think w(v cannot predict: It is very hard to j)rodiet what the 
unpa. t of tcchnoloLT^- will be or ]iow it will plav out. Therefore I 
t imk w}iat policios we need to pursue have to be ^^eared to the fact 
that v.-t' do not know. 

Xow ihat niay seem strange. But I think it does load to certain 
poiicy uptjons; One. that the policies shouhl be tied to the market 
i-loscly as possible. Since we do not -know what the chah<^e 
1.- .iroui- to bo: and only the inarket place really sends the sltrnals as 
to wliat those chan;nres are. it shonld be tied to the market plfico. 

Srcond: It should be tied to the -worker. It should bo tied to the 
wurkor as closely as possible.. because they arc the onivs who are ^roih<*' 
to jjM).^f immedmtely respond to changes in the market place. 

A c cannot teli what is jroinp: to happen to wor ker A or woi kor B 
U c cannot even tell whether industry A or industry B is ^oiurr to 
fxi>r or survive. _ " 

No. 3: J .suirjnrest that if we do devise policies, that they be. in a 
M•^M^ ^elf-^nancin<r an(l cost shared: Now this is whore thoi-o is a lot 
of di-a-ieonient as to what that represents. But there are some pro- 
po-;;aIs that have boon, and yon will probably hear about it later, tliat 
head hi tins direction. 

_ Xoih| of thos(» proposals will call for establishin^r institiitioris now. 
imf what they flo call for is providing repourccs and a system of 
cli(>ice a numir workers to use those resources: If, iji fact, theVcdnoniy 
docs iro throup:h serious stfuctural chano:c, and it depends on. In effect, 
the niarket place (o provide the educational .and other re.sdurces I 
do })clicv(» the luarkei place will, in a lot of Avays, do that, either 
thron^rh vocational education or tbroiirrh businesses, themselves. 

I I ii!nk that businesses that fail will be the ones that do not provirlo 
r"urainin<r/nr Uicir own ern])loyces as their compt^titive chanrres occur. 
1 moan, it is obvious to me that there is ^ding txy bo a lot more in-house, 
fwiuroinc: rotnairiin^ ainon^r^ businesses as demand req-uiros. - 

f Uiuik it will move so fast, in fact, that there will not be time to 
(Tonte (h)verhnicnt ijistitutioris to deal with. Ncverthaless, I think 
tnat tins is tliP kind of thinjrthat wo are headirin; fdr and T think that is 
why I l)ehcve it is pdssiblc to look at some of these options 
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I\<\j)ro<onijr(iv(' hnNM.uKN: Mr: Koii>orjnr; Sfr. Campbell; I would- iike 
! 1^ .'^vl . A hs\ -'"^Jj 4 1 1^ '^^^ i i ^ < > you , 1 >u t with 1 1 uv ]iors| ii'Ct i vo of a rc. 
tluv orrrjiiiizutioits wJiicii T^oii ri'jirosont ^ulequatoiy awnro of the?? 
i ^ ***.'^ ^ *-'j^A^ A 1^ j:^- tJ I > robi em of . t ra i n i n<r worlct^ rs for j obs w Hon 
those jobs lx?coino available: ^Vnd wiiat Is the participation tliat your 
I ii.jsijn'>~i's. Miu-f tH;ii A'<»n .^'^ j'j'^'^^'hi . woiiltl ('ii\ i>i()n for (^li(Miiset\;<'s ? 

I \:ikc \\,_Mv: KoUhm-^'-. yoii_ beliove witli the Pir's institutionaliza- 
jl^'^ri! !J^<^^^^l^^^!^^ /L^^^pt^l worhin^ relatlonshi}) on the local level 
wiih ilif entile eoinimiriity. (liat thoy can be a ^^uido and tiioy can bc an 
iulljicneeOn the local cduoatiphal iiistitutibns to tie Hjern more olosoly 
io wlnir tlie business connnunity is envision in <^^- that is part of the 
r*L'^J'J-A'j .^.f Al'f^J^^'^l^ii^f'^s do^^^^ to the niarketplaoe, they 

arc not froinrr to be in business ver*y lonrr: _____ 

Is tluMT ro('o^riitioh of tliis rble^ as _wcll with the groups that you 
re}}resenl in terms of the possibility of the PIC':s or outside the iMC's? 

.Mr. Kni.uiTsc;. Well, I think both you and Mr. ^einple, in deseribing 
till' role oi' 1 he IM( have staldl ii flie way we sec it_: O.N'er t ime; we see 
the-^i' hew iiist it iit i()ns becomihji:»: very much ihyolved with! and verv in- 
fnrnied ou liihov n.iarket i'ac:s: .The industries that are jxrowin^jf. The iii- 
A^'^J ^^'AL '^^'^ A^^^'l^h iri^^ and the sk i)! need iiijhat j^eo<:^;rap]no area. 

'Miat is nut to say tluit we have not liad bodies, to same derrree, with 
tlKif i'e>n(»iisibilit \' i)eforc. The Employmeiit Service has tliouf^iit for 
yeais tl.iat it !i:i<l. that responsibility. I think it. can beeari'iec! out nuich 
iiidi e ellect i\'ely b\- thepri\-ate iiidiist ry cdiiucils o\Ti' i ime. 

A< I'lir .as. mil ixHial p.rorrnost i<'at ions on ^rowinrr and. recediuf^: oceu- 
jiations. Ijhinl< ]Mr. (^aiiipbell sjiid in his testihioiiy that the Riireaii 
ot' LmIm)!' Statist:<'S now is sa.yingthat the major employmciU, inereases 
are not irjjimr to be iii the IiIl^Ii leeH jobs, but iiioiv in tlie iiieiit iind 
])ntar()e- oF I hi' hil)or lujirket that \s*e k'uow so well.— >i'Ci'oia rial jobs, 
eh'rieal j()b><, widti-esses jobs, eliefs. a wh()le raiinfe of thin;j:s priTiiiii'ily 
in the sei \ ice industries. If you I.Ofjk 1() years ahead, .em])]oyn.ien.t in 
tUe lavii-e. 1 lie -huiul rods and luuidreds of thoiisands of new jobs that 
will be created are <ro in <i: to coiiio in tliose service oecupatlons.. 
- r wojild t etid to t ielieA'c that- 1 his is tlie ease. That is tiot to deiUfrrate 
iiiosi' that say hiirli.tecb is ^oin<r to (^ontinue to boom. It will. ]^>u( we 
aiC- talkliiir jiImuu the vety, very laJ'^^c 4"i*aiitin*2^ reqiuretneiits, Airaiu, 
a s .Mr . ( ' a n 1 p be 11 point c d but, 1 1 1 a t is w 1 1 a t t he p r i v a t e in d 1 1 s t ry cb 1 1 h - 
ciis are all about: Tiie occupations that he listed, and L just relisteth 
l*A'*'. A'-^'A_l^U'^J^^- tliat take ye-ars and years ot ii'ainih^. Ii takes s()me 
iraijuhir: \'e>. i o.b.e. pi.i )jicietU in those necu]^at ions. Tlii' ]M'i_vatC- Liidusr 
t r\ c( nil, cl i-^ \V(fuId be ih\-ol\'e(l in planidni^and [)ro\'idin^ t hat kind of 
traiuinir: _ _ ._ _ __ 

K(;j)i;eMiitat i\-e I.-r n;< ;jci:>r. Campbell. 

Ntr. r.\>nMu:i.r.: roiirri'essman, you asi<ed one qtiestion about what 
P.'^. A*j - V'A^ ' ' ^ ' !• ^. ' ) _ _i .h < y^y^ t i'y _^ces i t sc 1 f a s p 1 : i y i t i <^ i t i this 1 1 -a i t l i 1 1 and 
retraining:; Amei if-a.ii indiLsti-y today, t)v flie iudicatioTis that we f^et^ 
^V^-. ^P-^\i^f^!"X^ _^*^M_iA\_?A^Q ^^Rl_iip_n ' 't'Jii* bn traiiiin^ and retrainiui^ and 
hiriuprof the workers they need: :nid T think that American iiulustry 
sees A^^i^.as a coinihitjuf'hi . Tii sotne v^iys^ if is J^oniewh.it i_nnat[bhary 
in that if the fMlucjitiomd deii\'ery sy.stems, the. ])ubii(' ami private sys- 
tems, could (leli\'er th(^^e [)eople w'itb tlie skills atul tt'aining needed, 
those billions of dollars wotild not have to 1)0 spent, altlioup^h T do 
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tiiink tiiat All u-n^^^ aeea tliis as a necessity and they have 

a cpiiiiiutmciit to doing tiiis; 

-^J^o^^^t^t^^l^^^ M^^t tiiis^reat chaiige in the complexion of the work 
force is going to cliange iiationvide overnight, or witliin D years or 10 
y^^^v^i^^^ y.^^i's, ^y^h.^ parts of the country and 

it eiianges with vai-ying degrees of speed in certaiii sections of the 
country. 

Tlie educational institutions, the delivery systems of this country 
!^^^^*^: j^^;^toncuiIly^m^ of needed skills and professions 

in this country and 1 would think tiuit— I wus reHectiug on tliis when 
y^VV ^^Al^^'^L^^^^^^^^ always done that and I 

would assume that \vc wijj continue to do that. . _ 

Right |iow, T think evorybbdy j^^^ phe end of the country to the 
other is teachintr computer literacy and computer training and pro- 
to™^*^^^*^; H t^'^^^^^^ ^^^^^/^^^^^^ tp.lilQAf tJiey can all Jind jobs in 
5 or 6 yours if this continues, if the interest of the students continues 
in tliat light. 

We had it in social workers here 1(3 years ago; We trained enough 
social W(H*kiM'.s rbi\ every to have two. We have done that as part 
of pur eduoational system, 

T think that tliis IS part of the risk of the free enterprise system. We 
have it in education as well. 

Reprcsehtaf ive LtJN'GREN'. Lot ine ask this. This is a genei-al rjiiestion, 
and then I would like to ^^et to some specifics. But if what we are 
saying is Wo (-ahnot fiilly anticipate or e\'oii, in sbino ways, largely 
anticipate the total changes tliat are going to take place in society, 
an(l T won Id J list suggest that if you jnst ^^b hack 20 > ears, I aitl riot 
sure liow many people would ha^•e anticipated now the regularity with 
wiiirh the average Ariiericari fairiily goes to a fast food restaiirarit. 
Tliey w(>re not around. We think now that they have always been 
aro1;ri(l. hut yon go hack 20 years, if \bu were the average fairiily, ybit 
wpnld tro out to dinner mavbe once every 2 weeks, Tf you went to 
McDbrinUrs, that is sbiriethirig ybu drbpped ybur kids off at. You 
would not dare ont it, 

I menn, that was sort of tJie concept wo hod Arid ribw it is tlli^ 
re^julnr thing. T guos.s more people; go to fast food ouite a hit more 
b f 1 0 n than t h e y do t o re gn 1 a r res t h 1 1 r n n t .s a 1 1 d y bii fi n d iribre an d mbre 
faiiiilie.s probably doing that niore than they fix their own meals at 
homo. _ _ 

That creates an orit^rolv difTororit iridustry which has a whole lot of 
jobs; Tlioy are not hiirh tech jobs; And except for those few who were 
smart eriough to get into that hiisiriess^ T do riot t^ a Government 
agency would have anticipated that would be the case. And that cer- 
tainly has grown as fast as the high tech cbirip^^ iildu.stry, even 
tiibiigli we seeip. to give more attention. to the first part. 

And that prompts this question— is perhajis what we_ a ^^^^ talking 
about a rededicatmn to the fundainentals? That is, if we create an edu- 
cational system wluch teaches basic literacy— I am not talking about 
computer literacy, T am tallciiig abbiit literacy— tha^ R^'^'^^ P^^P^^^^^^^: 
skills arid a basic coiifidence in their own abilitjes, if we do a better job 
of that, are not we in a better position, No. 1, frbrii a gbye^^^^ 
.staridpbirit, tb have those people deal with the jobs that they are given 
in the first place and the confidence to be able tb accept the retrairiirig 
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L^J.'^t would !)(> nuidc avuiJaljlG to them in any other type of program we 

givo tl^om (lowii-tho iiiie ?- 

_ ^^Mi^JitAVG. to be consicleririg" that in the first instance as the proper 
pjoverninentai re.spanse^not saylnor that there are riot other things that 
^^'^ n^ii?ht to do? Should we hot be perhaps really emphasizing that 
from the jxovernniontal perspective as we trj^ to sdlt dUt some of these 
oHier things clown the line ? 

Mv: Skmf-le: I do not tlunk^hat then* is any ddiibt about that. We 
are stjirtin<^ to look at that at CED. Brad Butler, who is the chairman 
of Procter tfe Ganiblo, is initiatin^r jx study to try to define from the busi- 
R^'ss_{>^i'''^PJ'(^^tJyf' the educational needs of students who are not going on 
torolie^e in terms of their future employment prospects. 

_ B j 1 1 1 do n o 1 1 h i n k t h e re is a h y o iie n o w w h d d d u bts th e i m p o rt a nee o f 
sound e<hicatioHaj base to succeed in the econoniy. And I think that w^ 
•il'i\?,T>iug to <rct there if the signs are correct. I really dd. I agree with 
you completely. - _ _ _ 

Represontative LuxohF.x. We had a lot of testimony on the Imniigra- 
t ion Subconuuittejivof wliich I have been ii member for the last 5 years, 
oh ihe (luest ioii of foreign labor yci'sus ddniestic labor and a lot of our 
own people not iuiving the skills to take certain jobs and therefore, we 
need them, 

- And ill talking -With a nuniber of the business people for some time, 
I have tried to indicate to them that they have a trchiehddus ability to 
intlucuce the local dccisinnmnkers: And if, in fact, we are having diffi- 
( • u h \* in t h<^ a re a of math and S( - i i ^ n < 'c , t li e i ;e i s 1 1 o m o re p d we r f n 1 f d rce 
than the employers of a partictdiir comnuniity or a State mnking: 
icnf)\vn through their wdrkers as well as themselves lidw imjidrtajit this 
is wnd goiiig \n niid very stroiigly. fighting for those dollars. far tliose 
I)rograins. because we are all ihe losers and eertainly your industries 
are the losers if you find that you do not have (he people to do the job 
you liavt> to do if you are gdii>g to comiicte overseas. 

And iniiylH^ out af erisei; we finally- begin to act. At least that is the 
way it works around this place. [Tjaughtcr.] 

t guess it worlcs-that way with the rest of the world: I did not mean 
t o i n t e r r u p t y o n , ^ r r . Ca in p be 1 1 . _ _ 

.^^r: C.\Nrj»Hiux. (lih. r wiis just going to suggest the edneation com- 
mit t f e of til e r 7 . S . CI 1 an 1 1 )e r i s 1 1 d w j d o k i li g at a 1 1 of 1 1 1 e s t ii d i c s o f 
iuUional prominence tiutt have to do with the very thing that you are 
arc talking about, just education arid literacy arid biir shdrtcdriiirigs 
t here: . _ 

_ _ I ih e d n v i n ce d 1 1 ui. t. d n t o f t h a t is go i iig to e d rii e t lie v e ry t h i ri g t h at 
you are talking 'about, about a basic education for those who are going 
to cdl lege or thosc^ who :u*e going to enter the workplace. 

f I hink, though, the one thing that we have got to keep in mind when 
we talked, we riieritidried flexibility here and quite a bit lately, the free 
enterprise sy si ejii. you know, our system in tliis eouutry, is extremely 
flexible. Wo <ld berid arid iit'c pliable eiiough that we are able to accom- 
modate our needs. 

You irieiUidried the fast food btKsiness. Tt cert ainl\^ takes a lot of a 
cei tain kind of ]>eoplc to work in that industry- But I dd not know of 
ariy of the largei* chairis that are-uot aware of tlic-iact that-tliey have 
got to do an awful lot of training themselves. They bhihl this into 
the overall pricing structure of their organization. 
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I slifMild cortflihlv liopo tliiit llii? Congress ancl all of us would cdri- 
tjmu* to roco^nizo that tlio froo (»ntorpriso s 'stem in this Nation is a 
HexiHlo oho. Wo will iii'»ot wliatevor doinaiuls aro put on lis, 

T\o])rosi»ntiiti\ o T^t ; iJhkn'. .1 do not havo any doubts about it being 
floxiblo. Howovor, T v i.^d ol)sorve that, by arid larpjc, the edtioational 
institutions of this country iiro not in a free enterprise mode. Arid 
witliout tryin/j; to inululy criticize tlio in, l)ocausc sonietiinos we cliange 
just for change's sake iind that does riot do a good job. But in many 
cn.<cs, thei'c has l>oen resistance to nieeting tlie clmnging needs us 
woi 1 1 d 1 )e identified i n 1 1 1 o \v or k force. 

Mr. Kolborg, yoii testificcl that the sy&tcm of job service and coun- 
seling needs to bo imprbvod. >\"onld you be specific on what you think 
needs to4jo done in timt regard? - - - 

Mr. KouiKRG, Congressriiari, before I rbspbrid to that, could I jii.st 
niako a com in en t on the: preceding colloquy ? 

K 0 p re sen tiiti vo Lu >' o ren . S u re. 

^fr: KoraiKRG: I think one of the most dramatic examples of how good 
wo. are at riiaking some liiaj^iori j7rQgriostjcatibris ab^ ^vlij\t if going 
to jia]i]ion in the labor market happened in the early i96d'*s when Pres- 
i diM 1 1 Keriri ody a ppoi n tpd t lui A ii tbiii a tjon Coiririi iss i on beca \ i Be the so- 
ciety was absolutely certain_that tremendous numbers of jobs were 
gb i ri g to 1 )e au t bnia t ed bi 1 1 of e x i st en ce , not rol)bt i zed , Ini t n t omatod ; 
And timt conunission studied tlic. problem. Gut of that camo the Man- 
j)bwer Devoropirierit^ arid Training Act, which wa.s really the Fedi^ral 
Govornniont's.ontroo into this whole area. The entree into the whole 
area wa.s riot for tlie di.sadvaritagbd ; it was for the displaced worker 
who was going to ho automated out of existence. 

WvU, we know wliiit happoiiod; 20, 25 years later, wo are now talk- 
ijig tlio same kind of prograni again. The robots are coininj;. Rbware^ 
Jobs art' going to ho lo.^t, and We oftent iini^s, T think, get a scare tactic 
going, whicli T do not l)eliove is going to be thb_ca.se,_ 

The. labor nuirket is one of constant ndjustment and readjustment. 
.Viul it is going through more change. 

!My huiicli is that wo wjll %voatho-r this, and t suppose tho.^e of us in 
tho country tliat, for all jt.s impbrfect ions, Jove tlib^^ fi:be lal)or market 
and tlio free oil to i-p rise system, will see again that wc are not vory good, 
w i 1 1 1 1 20 I n i 1 1 i o n o o p 1 e j 1 1 o u rial ) o r force . at J u-ogri o s t i ( * a t i n g how t hey 
are. going to behave and what is going to happen with now techniques 
and now tech riblr)gy\ _ 

But. by and large, wo havo dono very well in adjusting over time. 

Reprosoritatiye J-rN'o^T^^''- ^Y^Pv J^"^ ri^^" ^^•'^]^ i^'^ri a di H'ereTit que.stion 
than the ono T posed: Wo had a big dispute in the first hearing we had 
on this fpiostibri_, ahoiit whet lie r charigo is going to conte aliout.so rapid- 
iv. that- this throws all the old rules out and is .so dilTeront than any- 
thing thaj-. wc have over had iri the past, that we have to ju.st take a 
wholo now laok at it. 

T take it from your tostiillony tluit yoii dr) not boliovo that that is 
nocossarily the case. We have hoard some of theso things be_fbre. 

^fr. TvoLriKHd. Tf yoii had a.skrd mo that a year ago, T think T would 
havo fallen into the tray of sayin^r. gee. T am riot sure. But, T belioy 
you look at the auto Industry "and the steel industry: yes. serious, seri- 
ous adjustment problems are going on. Arid yet, the auto iridustrv is 
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(DMiiiirr \)i\rk \\\ 11 st loii": vvjiv. i tliink part of the problem was masked 
by :i >iM ions iyrrssioii, w 

I do not luean to Icavo tiip impression that ! do not support title TIT 

' 'j^' ^'^.^'^y^^^y^^^^^^ is important. I 

bclu'vc tliiii \\w public oufriit to sliare the costs of readjustment now 
^^^l^L ^ Pi'^^'*^^^' P'^J'^^^^ iV^^dcr f'ei tiiih circuin*^aiici?s^ A that is 
csxMit i:iiiy what wc have started to do. For the lirst dme in history, 
wc iiavc I^'cilrriil tiix (h)Ibn-s thiit Ilelp iiiariaf^einorit arid labor prepare 
:iilju<tnicnt protxrauis for workers. And T think that is very appropri- 
ati'.iiriil I thiiikovcrtimp.it will ease siich transitions. 

P>ui. to cliaracterizc how dramatic this labor market chanp;e is, like 
notiiiii^ \yv luivc over seen bcfdie, I would say tliat is iiot tlie case. 

IJi'prt'^i-utativc Li'N'(7kkn. Well, I think that ifr. Sempie gave me the 
\h'<{ (•xaiiipU' of thiit whoii he mentioned wliat happened past- World 
^Var. II. I had never really thought of that as an analop^y, but when 
yoii ihiiik about tlic t reiliendoils uijiiipowei- beiil/j;, in a seiise, dumped 
on I luvpri\'ate scrtor— ; — 

Nfr: SKAtrr.K. It \vns trniuendous. - _ 

Krpriv^cntat i vc rvrxtjKr.x [f'bntinuihfr]. Anfl all of the problems 
a->^:<(M'bucd with th:U: jiart iciilnrly wlien yoti i-eiilize tliat prior to World 
^Var I L regally Iiad not <rbtten but of t lie Great Depression, an (l all 
of >Lor-i(S lIiat i MJue ()ut of. tliat: We-iire jroin^ to (^o hacU to 

■ ' d ( ; p res s i < > n . ^ V 1 1 ( \r e w i 1 1 1 1 se j )e bp I e w o r 1 c ? T 1 1 ey c bi 1 1 d not p oss i b I y 
iind ^^■o^ic: :ind--the-one 0-\:erwheIininp: ^^overmnentul response was 
j)r<)bi t he ( r I bil 1, wlucli allowed peb])]e to work oh tleir own ihitia- 
\A\ o to lb) wlint tliey would with tlieir own .skills nncl tr;[in themselves 
b>'M\'i^ !';!\ jjibn be job inarket wHen^^ 

^^r. Si:\ri»r:K. ("onirrcssman, what is r(^ally si2:niH<-ant about it also is 
iliiii \\\r iraiMii:ir Inst it iif ions developed in response iii a market-bri- 
('tif('(! wny. ariu" Uiis is why I lend to shart^ PdlPs point of view on (his 
>iii>j(N't. _ _ _ 

AV(» nr(^ rr()infr tbrou<rh a tituuendous amount of structural change 
I'i^irht U()\\. 'ri'eiiioiidous aniotints of striictural ehari^fje that ihny hot 
appeal' e^■e^v day in ihc front ])afrc of the n(nvspn])er, buttluit where 
tlir uiiirk'et -ystciii is respond iiii;, (uthcr iri t eriiis of pi'ovidin cdiiea- 
t ion or what(*ver. T tliink flic school systcnis arc respondinjx to the 
curient problcius iii t he si'hool ci-isis. thoii;;h T tinilk there is a lot riioro 
t hat needs to b(Mlonc. 

l^iit 1 also t(Mi(l to shai'C the view that the ecoiioniy has in the past, 
and tlmi is a pcrfeet example, shown an extraordinary ability to meet 
t h<-v<e kiiids of -ehauf^cs. - ..... 

I\epr(\<(vnt at ive lyrxoKKX. Tx*! uic Jisk this to all tliree of yoii. A\niat 
do you tiiink about jiroposals-for- ftirthcr- tax eredits to assist iri- enl- 
j > 1 oy n i e i : j ( > f t h (m 1 1 I c 1 1 1 p 1 oy c d ? A Vc 1 1 a ve h ad \' a r i b u s j ) r o pbsa 1 s a n d h a VQ 
various ibinirs on the books for if you hire sonu^onc. who is a former 
fbhy ■ iej . i f y f ) 1 1 hi re sbn icbnc who is a _t cc na^cr, if you hi re sbmebnc wlio 
is a luiiiorit y: if you hire sonu^onc now, the surrTrostion of displaced 
w()i'l<cr. and so forth. 

_ 1^0 vou think that is a viable approach that we ourrht to build on 

further? _ '_ 

.Sir. r.\:\rriuj.L.. r<uip:rcssnian, T think it is. T think one of the reasons 
iri the past t2 or 3 years, peiliiips 3G nioriths, that it luis riot been used 
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as hjiioji is l)(M;}nis(» of flio reoe?>Joh. A tax civclit to a cbinpany i,s ho 
jxood if they do not hnvr ii profit aj^aiiist-whirJi ti) apply it: And as 
1 P.n _ Y^*."^ y. ?. i D tJi i s _re_f -ps^ i on. \vc 1 1 a v o li n cl i n a n y , in ah y co rn - 
p>anios that have not participated; been able to participate for that 
reason. 

I think ais the recovery prows, that you are p:oinj2: to find, vre are 
fzn i h g to fi iid , 1 1 i f» i mo re Jih d iiiore people a re ^o i t b pa rt i ci pa to an d 
I think it is a ve:'y viable profrram. It perhaps does not ha^•c the visi- 
bility that it heeds to have. 

Repre.^entative LuNORKX, Mr: Koiberp:: 

^ir. KoLbef'I. T think it has important possibilities. Bht we have 
been sayino: that now for a decade. And one of these days we are ^oinn^ 
to hlive to face tip to the realities that up to this point, with the pos- 
sible exception of the new 85 percent summer emplovment tax credit 
for low-incTine 16- and 17-yenr-olds, tax credit prbf^rahis really have 
not ch an ^red very much employer behavior. 

In other words, it has not been lised. Xbw we can point to a whole 
number of reasons why. The Treasury has yet to issue regulations for 
the tarfrcted jobs tax credit, so there's sdmi? uncertainty abdiit how it 
will 1 >e ad m i n i s te re d, Th e Go \-e rn me n t has not done a good j ob pub- 
licizing it, and I must .say that we in the employer cdmmimity have not 
done a very good job publicizing it^either. 

The accounting j^rofession has been .'^low to piiblicizc it, as well. 

So there are some logical I'easous why it has not lx*en used. But gi^'en 
tiio.^e reasons, U; still does not explain the lack of uptake on the part 
of employers. Is it because it is not enough? Is it because they are 
worried aboiit Government iutriision? As I spoke enrHer about- em- 
ployer attitudes toward the Emi»lbyment Service, I don't t]nnk we 
know the answers: . _ _ . . . . 

_ Given n U tjiat aside, T much prefer automatic mechanisms like tax 
credit,s to straight subsidy programs. By that I mean if an emplx)yer 
^y Oli tA t o hi re soin obn e w h o fits t he _ f bl 1 b wi ng c ^. t egbrics^^^sscnti al 1 y 
low income or with a major barrier — the Federal Government says, 
}' < > 1 1 1 1 i IT 1 1 ipm V we w i 1 1 giy e y bu_ a t ax c re d i t ^ Th a t is t he w 1 1 ble Jl rbgr am . 
The more of that we can do, without all of the intermediaries aJid all 
*^h?it .kihd of bh rpaucracy, it seems _tp be the bet ter off we are^ .And it 
keeps the, Government out of the employing j-)rocoi5S, excf'pt to grant 
the eni p 1 bye r a q w'ld p ro rj 1 1 b~y bii do sbrri etj nhg that we think is sb- 
ciaiiy desirable, here are tlie dollars that go with it. 

T^^P^T-^^.^t/itiye Lrx^^ What is the basis for ybiir cbnclii.sibh that 
it worked well tliis. summer? 

Mr. KbT.rtKRO. Well it is really tentative so far. Congressman 
Lungi'on. We have operated a summer program on the private side 
for IT) years. We were in touch with a nurhbcr of biisiTies.«^c.s, a hiihilx^r 
of |>rivnte i*i(lustrv councils and, uniformly, they reported that the 
taken p thi.s suminer \vas very, very much larger and that the programs 
themselves were mucli more effective and extensive than they have 
l>een in the p«ast. 

Xow we are going to have to wait uiitil the numbers come throiigh 
froni the eTuploynienf service: The certifvitig agencies are the State 
e ni ploy men f security agenciei=^. And sb until those numbers are put to- 
gether, we are just goiiig by hunch and that is why I say we are very 
tentative. 
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l^,'i>ros^»l^t^ltiv^ LiixcinKN; Mr. Scrapie, about the tax credit? 

^Ii". K^KMiM.i^ Y(ui kiioNN;, we are getting im inlipi'c^?sioii that^we always 
agree on_ everything here from ti)e bn^^irK'^ss eoniiminity. | Laughter.^ 

That does not ajways liappen. And I aiispect there irf some feeling 
among some of our trurdtees that the tax credit will . not i^'catly change 
:in employer's deeisioh to hire or not to hire. It is almost always going 
tn be a coni[;etitivc decii)ion. _ 

Wlial tlit\ tax credit really is it is a fjtieuing mechanism: It says, if 
you are going to hirc someone, will you give this priority, person A, 
as \ tusus person li. Tliat is really the question of policy, wiictlier you, 
in l'iict, want to give that person a preferential ireatmcnt. _ 

If it is, then it is a useful device, but it does not necesj^irily niean 
that you are goiiig to reduce unenii)l()ynient because it ija-^I . ^^'iH put 
it anutlu'i- way. li is a static khul ol' sitiiat ion: Tiie other person is 
jroing to Ik' uriLMn[)loyt'd as wull. Ai.d wind you are ending up doing 
IS ha\ iiig,:i ([ueuiiig prdeess. 

So 1 think we an* sonu'what suspect oT tax credits. But I will hot 
>ay \\"(' ari' against it. 

iu'pi'cscniat i\ p Li nckkx. Mi\ S<mu[)1l\ you innntionod tliilt ( 'ED 
li'u>itM'> air gt^iKMally in supp<nt- nl' griiet'ul reff)rm_oi' the uneniplpy- 
n!i'nt iii-urani-c system. Can you be more .^^e^'ilic^ ^\'hat do you think 
iirp s(iiiHM»n h(Mli'licieiu'ieS-ol' the sy,steiu now ^ 

Ml'. SKMiM.i:, Let uuvbaek oiV oi: that a niinuto. I would not say riglit 
ibiw a total I'ldorin ol' the I'l: ^Vluitl ineantXn say was tliiU they have 
brou support i\ e in the past of linking Ul into a traihiiig-type 
iiu'chanisin. 

Thev ai'o dealing now wiib_ tlie ciuestion of ^vlietlier it needs ninro 
siil)>ta'iitial finaiuMTT;: r<'foi-in. And they will dealing with tliat at tlie 
end. of tlu> week. I do not know if tliey would suppoit that or not: - 

Kppl-esentative Lr xrUa-x. (Hv. With resjuM-t lo tlie one-tion of.train_- 
ing, would that bo ntiiixed only for t t'aining of those jieojile who ai'e 
already nhiunjdoyiMn Or would it be W(M'kers who were enrrently em- 
plovcd with the pr()speet of unonip[oynieht ? - 

^'^r. SK.^^1M.^:. "W'l'll, tlie policy o])tif)n we are .eonrei'ned with this 
week nidv ileals with those wbo';ire ''urrently on UF aiid tif;'^^'iip-^;'i<;^y 
eniploved. Tliev have not eoir-idered. and T do iiof tlnnk we will ('on- 
?idrr. a pf)iicy mueli as the one that >n;. HfMiclic'k has ad vorated.-wldcli 
is to find a w:iv to piiovido training for those wlio are currently eni- 
pIov<»d to o])t ain new sk'ills. . _^ ^ ; 

You a!*<' basicaUv tn Iking- about Ivinir it inio T"T. 

rje]->re-en1at ive T.T-xonr.x. Kolberg. 

^r^^ Koi ni.Tlf;. T tliiidc vve_Mre.<pendingi^2n billion this year on lu^em- 
plovmi'Ut in-uranee. And T believe oitt- view woiild he tlu^t sonudiow 
soiiie peiveTitaire of iliat ouirht to be used. inst(>ad of feu* what is some- 
limes iniM'kiiiirlv railed roekin^ eliair nifniey. for some ])Ositive read- 
jjUt-Uieilts — trainimr oi* retrruning.. .. . .. 

^yivv would it not be ix.SF^ible at ^?> weeks or nt 2fi weeks to rnterrnpt 
that cycle, take a look a j tlie individual in vol ved and their skills and 
tlieir pbssibilitv of either being recalled or finding that kind of work 
m that communitv, nnd_tben put tlicm in a_ framing pi-opram either 
for the same amount of money thnf tliey otherwise would ]la^•e col- 
jocte«lui bieome manitenanre or perhaps e\-enwitli ait additional mcen- 
tiv(\ ^fako it worth their while dollarwise to go to scboob 
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A Ixii i li . \v r ( I ( ) no] H n \ - r a n i 1 1 1 1 1 )(m ; ( ) f s p o (• i ji ( • p r d po sa I s. It just seems 
to us ilijit we ojifrtil to colli inue. io.woi iv fui (hat. 

Xo \v 1 1 1 j ) rd b 1 0 1 li :i 1 \v a y s \v it 1 1 t Ho o i n p I o y(» r ^ ro n { )s ! i ke 1 1 1 o ones we 
ri'pn^sent is thnt the same people tiilkin*!: iliut wny iU'e tlie peo|)le that 
i^T^ l^lU-^J'^'f'iy l"!^^^th- And they see tlieir iinemployment 

insunmee biiis continue to rise and their States approach bankruptcy 
or \vijn jvcr. 

So . ..y time you start tarn per in^^ witji the kind of hii^rc*; expensive 
" i ^ I' ' ' ^'J ;V . i h a leei^ss i on , 1 1 1 ost < ' n i j)I o ye rs \v i 1 1 ndt 1 i st e ji to 
you lonrrcr tJian to lind out wjiethor liis tax payment is j[^oin*j to j^o up 
i^^' iJ/A^ 'l iid do iK)t want to Iiear a lot about tliis kind of readjust merit 
median isni; _ _ _ _ 

r (lo not know where \ye are filially ^^oirig to coine out, but I think 
over tiuK^ wi^ have* got to fifjiu'c out morcv ejfective ways of utilizing 
that t re m e h d {)u s sdc i a 1 s vs t eiii f o r i li d re i)osi t i \*e r e a d j u s t iri e n t s . 

Representative Lungiikn: In JookinTr at tliat, would yon l)e looking, 

M ^'^A' 1^ ' " of the f uii ds f o 1^ _t i-a i n i i i g f d r tj i e u no i n p 1 py e d— t ho 
reason wJiy T say that is; that ts a majjor precedent you would be estab- 
I i ^ 1 S ij^ ^ ' ^ r^'_td J 1 _t hd" e f uri ds f or the rid t a \yo ad y u ri ej n pl dy e d— 
to use some of those funds to assist the tnuning of an indiviaual who 
wa s c 1 1 1- re ri t ly _o riip ] dy e d i s a 1 i 1 1 1 e b i t d i ffe ren t than w 1 i at you 1 i a ve 
utilize (I it iSefore for: But, nonetheless, it is targeted to the same person. 

If ydn then iriake a decisidri that you are going to allow that tin em- 
ploy men f. money, that fund, to be utilized for training of people who 
prdspectively wduKl be uriciriployed. at least it strikes nie as a tremen- 
dous change, and I do not want to say a raid on that fund, but an open- 
ing; df that furid for purposes for which it was riot iriitially titilized. 
And if we are having trouble paying for the unemployment insurance 
at present, at least my thoiight would be yoli might be open 1 rig it np to 
b(^ used for all sorts of tilings and who knows where it woukl end and 
lidw are y;^du ever gdirig to fund it for the specific purf)Ose for wliich it 
was. begun ? . . 

^fr. kdr^RKUd. Well, ydiir State, for irii=:tarice. lias been very -successful 
in its new pi*ogi'am of assisting eniployers to smooth dut their eniplqy: 
ment /unemployment j[)rohleius. So thiit the State pays. nnemnloyment 
insurance for a day or two for a miinber of people, arid the piarit pays 
the rest. _ - 

T :2atlier. without having done a lot of study m3*sclf; that the State 
seenis to he please^l that thiit lias worked. _ __ _ 

Tiie \ aiue of tliat nrrang(m-i(vnt is quite clear. You iceep the worker 
connected immediately to t tie eriterpri=:e: Ymi keep the enterprise going. 

The con,-ern. of ('ourse, is that you are subsidizing ari inefficieri^t ent^^^ 
i7ri.^e. that ydu do riot know it tiritil after the rox^ession goes away and 
you find you have on your liands an enterprise that really caririot com- 
pete ariv longer. 

That ivind of intervention in the labor market, is alyvays fraught 
with all kinds of danger. And yet I would reiterate, it seems to me 
that tliose kinds of experimental thiriixs tliat^t^^^^^ 
willing to try, some of tliem are going to work, ought to be encouraged 
because of the size of tlio_PrpJ>lerri_Md the are 
iiovv being spent on just plain, everyday income maintenance, 

Representatiyo_LuxqRF:N'. Mr. Campbell, on the qiiestiori of some 
modification of the unemployment insurance system. 
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Afr. rAMi'iiFM. I think tluit, with- rolation to the U.S. Chamber 
\'^'1>'^1<[.U»^ a^'niii/^t any hike in the tax structure. I think 
it is prvtty %vo.n coiuinon opinion among the business world that the 
'"^A.^^^'.^i ^z:^ ^"^(^i^'i^ht, sluggish, and certainly needs reform. I do not 
know that I am in a position today to address that whole problem. 
. 7^^:,^\^Ji>-'^' f^^*^''^'^'-^;^;^;^^re provi^I^^U by those organizations in the yari- 
ous States, It seoiiis to mo that they ought to be funded from some other. 
>oui*(v: fjitiirr tliari iiicroase the taxes. 

R«\prosunt:irivo LrxoRKX. £ would again like to ^iddress the panel, 
*^^L'^^I"^\^' y^^^^r 7" J^^? Qlic'^tioh Qf^ accounts. As 

ynn know. h\t me just ^^cneraHy stat<i-tho- concept a?; opposed to a spe- 
•MM^^'^'i^'jjv^iif' idea, m^^^ liko: individual retironient accounts, that 
you woultl .set up an account to wjiich there would be a contributioa by 
^j^^_/^^^U^l^>'^^' ^VA^^ ^^P^oyce. which ^vould be^^n^^ And if 

at some point in time that employee became imemploycd, to be used 
for trnininnr pur])0sps. And if at the end of his worklife liacl not had 
^f^ Jitilizc it, it would then have the funds go back to him and he would 
then pay tax on thcin at that point in time. 

. Q'^nf^i'-tny, that. is the concept Do you think that it is sometiing 
tliut we. (Might to take a look at? Does it hold much promise? "^Vhat 
do you think? 

Mr: SF:>rpr:K. -That -is part of the concept that I talk abgut^ in my 
^r^t'i"9i'A'.tliJjtJP.'lt Choate has conceived. There are all kinds of varia- 
tions on the same-theme: 

^T^A/J^hd. at ri^^ support taxation policy that puts tax on conr 
sumiMion and not on in vestment. If one takes this as ah invest_rni?ht arid 
flit iii-e training T'cquirements for the Nation, then it does seem to liave 
sonie possibility. . _ . 

. TM^^i'J^ i^. if_ ^^J'^.h A new idea that there is going to be a lot of sus- 
picion alioiit it. Tiierc is also going t<xbe coni?ern about the tax cbrise- 
^'^''^i'!^.^' \^^;^^*.'J.^^^^^ is concern about tax loss to the Treasury. A 

new t:i\ (^xi)enditure. so.tospeak^ 

- that I do like about the concept, as 

T iinfler^tand it. is that it ii=;-voluntJtry, voluntary oil the part of both 
tlie-])i:siness and the indivijluaj It is not mandat<^d. 

The Imrdhvtliat would have to be overcome is whether the tax com- 
'^^J^^^'^'^^^Y^^'^l'^'^^f' A^^^^^^^ more money. Also there is 

t he fiuestion of usage as well, t think there areii lot of administrative 
proliJems- t hat yoii liave to go over, whether the training is certified 
and hv whom and all these kinds.of administrative arrangements. 
But. yes, T think you should look at it._ 
0 p r(\se n t a t i \'e Lr xo tik x . Mr . Kol 1 >e rg. _ _ _ 

J.^. '"'^r^^ QtiCPDirre-'^STrian. But, as T 

thjnk.T said in nvv testimony, it seems to me that we have so maiiv 
inore^ pressing: important things that need to have some attention. The 
pni^QiTUr Systems that we are alreadv committed to, we are 

ah-eady .st)ending multiple billions on. Tt seems' to me that most of our 
tinie and atteriti(m ought to 

As far as <he prnhlem itself is concerned, T have not seen data that 
^/^Minrf"^ nif" }Tt that the trairiin_g situation in this country is of such 
a nature that we need to put togetlier a brand new Federal program to 
address it. 

Representative LrN'oREx; Mr. Campbell. 
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-Mr: CAMnnKix: would be interesting: f- think with the- bad re- 
views that Social Security lias ;2:otteri, for instance, over tlic. years 
about boiu^r aliiiost bankn'ipt. that if it, iiuleed, is a vojuntary tliin^r, 
T think you would liave — T think we would have a pr61)]eni of coh- 
vinciii<r a worJcer that he oujcrht to put aside another piece of his weekly 
pay or montldv j)ay to proviclc for that. 

-If- it ii^ wortli its salt: that it slioiild he looked at; perhaps on, cer- 
t a i n 1 y oi i a p i lot p r o^^ra m ra 1 1 le i • t li a t i ana t ion wide. 

Representative T:^itn'oken: Tha:t ^roes i)ack to niy whole question of 
'^vh e 1 1 1 e 1* the ( ) 1 ) 1 i ^fi t ion t h at well a \'e i s t o ji i a Ic e s i i re b i i r e d u c a t i bri a 1 
ins! it utious are_ there serviTi»r the need wit h basic (-(bivation, and then 
i'e t r ji i 1 1 ii i^ as fa r as a coihrhiihity can deter riiiric those needs, and 
wiiot lier we ^o beyond that: 

L hiean, clb \ve prbyide incentives for sbm to do that ? Do ybii 
just have it out there where the individual can partake of that op- 
port unity if he br she wishes? Db we have a further bblinratibii to pay 
them ( o p:o to that sort of thin^r? Do we have, an obligation to encourage 
theih thrbii<r]i tax incentives tb db that sort of tiling? 

Tiiore is a whole host of ciuestions that 1 think we have to ask and the 
one person who would really askini; it, I suspect, is the taxpayer 
who did take the opportunity to spend the time to^o to school at hi<2:ht 
instead of watching Monday night footbiilh perhaps, iiml is trained 
and Tuakes the transition and his neighbor, who decided that he br 
she didn't vaiit tb do that then comes along, at least from hiRpersjiee- 
tive, and says, hey, T haye lost ni^vjob. Xdw you have an pbligation 
tb pay me income niaintcnance while I go take the training that 
yoii toolc a while back, 

A lot of this not only do we have to look at in theory, we have to look 
at in prnctice. And the perception of the individual taxpayer is they 
W()iider who lias to keep paying and keep jm-ying? 

And T do not mean to soft sell the prbbiem that, we have facing lis 
with respect to worker- training: But I do think tliat we have to look at 
th()se questions as Vctll. 

Mr. Skmple: Cnn I add one more thing a:bont the IRA ? T wool cl not 
( 1 u i t e a g r ee with ^ f r . C a m p be 1 1 t hat it is a k i n t o _S be i a 1 Sec u ri t y\ The 
(•urrent experience with our current iRA has been ratlier favorable. 
Anil since it is tax-deductible both tb the erriplbj'er and tb the emplbyee, 
there is a considerable-incentive, _ _ . . 

^ V e t u a 1 1 y , S e 1 1 a t b I- Q ii a y 1 e h as i nt rod ucc d a p rby i sibii t b all b w th e 
curiMMit IR:Vs _tc>_*>e drawa clown. for training re-use if a person is 
( ] e 0 1 ne ( 1 t o 1 ie rl i si be a t e d , w i t h b i i t i n c i i r r iji t he^ tax p e na 1 t i cs . E ve n - 
tually, the TR:V: whether in this case, the regtilar IRA or one like this, 
will l>i taxed wh( ji it is recoiyed at retirement br it can be drawn down. 
Tt -is not mandated like the Social Security sy.stem. 

Th{\ uVti n la te Av^^-^l^ '^H . h^ tH^ i'PM J"!" tij i s is an i nlpo jtant 
enough inconiivo to include in the tax system, Tlmt is really where the 
issue cbmes d^'iwn, because, ultimately, it wbuld be ybiir choice or rtly 
choice whether to take it. And we are not neces.sarily robbing my next- 
dobr neighbbr l>ecause we choose tb take ii, jiist like we are not neces- 
sarily robbing them if we choose to go with an IRA right now. 

Representative LrxdRKX. We arc goiiig to have an bppbrtilnity to 
jiear from Mr. Choate on his plan. But in the Congress, as wc are hear- 
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in^ about tlio ulm of un individual training accburit arid making 
cliJLni^t's r^^ ibo iridivicHu.l rotireiueut account, we now have tlie IHA 
bping considered in the iadividtial housing accburit, Wc have the indi- 
^'j<liUVl^Ull^(\tiPriiif' count. 

:Vnd ynu put them all together and it seems (b iridicate yjat Hy 
•VlU^PK<*^y^»-^ytU><*li^^ y>'^ cnn provide incentives for people to do 

something if wo tax thera jess; But we only do it piecerrieal because 
^"^^ ^^l^'J^^'j'i^i^rif .^^'C'Jnx tliein h?ss across the board, we will not raise 
ilu' laxcj^ necessary to i)ay for everything that wc think bright to be 
done. 

It is kind of ftmny: Some up here on the Plill snicker about supply- 
^'^^^•/;<'"r^^^JX^ics^^a^^^^ ability of tax rates to make a ditFerencc; yet, 
in virtually every field across the board philosophically, wc thirik it 
irijikes a great deal of sensc^ to create all these different accounts. 

And we all do that and at the same time wc hear people saying, how 
"l^^VA^i"^^' ^ tax rale ? And evcr^^^ that is a great idea, 

wliij(» \vo proceed along with all these otlier chaitges. 

it would all be solved if you v/ent to a - :raight 
consuniprion tax and that would be tha end of that because that is 
w hat i\ I I t h esc* t h i ri^s b is i ca 1 ly a re p a rt s of . 

Ivepri'siMitr.iivo LrvauKN'. I know^ But think of all the coiinulttees 
* ^ ' ^ ^^**' "Jj 1^ ^ t b d is est a b 1 i sh . [ Ty a u gli t e r . ] 

AVays ami Cleans would not have tlie power that it has now, 
[BariglUer.] 

. 1 >opgone. you could not have all the raising and funds and so fbi th. 

Lot mo just ask one last question: I appreciate your indulgence in 
!^*\*''f^l'^**'^ .tj^'=^ 1"^.^^ ideas on both your prepai-ed 

^-t ;i t onion t and yf)ur !Uiswers to (jtjost ions: - 

J ^ ' ' ^- ''^^ J. 11" * 1 ^.'^ t arid , 1 1 1 e r{» a re _so me jri t he _ b u s i n ess community, it 
ina\ i>o a provalent vitnv — f do not know: I woidd like yotir advice on 
^/"l^ctarit to assist in the im^ of the skills of 

tluvworkors if that would also increase ihe mobility of that worker 
i Ti 4 h e work f oir e . e i 1 1 i e r j list i ri the work f orce t h e re b r gpofrra p] i i ca 1 1 y . 
_ Is the possibility of losing a trained worker tlirough training- that 
they received iii part front assistarice by the alreadjv' existirig eriiplbyer 
])eiTeivod as a probleni confronting the business community ' Does that 
go-into the equatiori at all ? 

Mr. CAMrBKi.L, T do not see that as a problem. at all: t sure do not. 

^ ^* ^ • T ^ ^ * ^ ^ * * ^'^ ^^^^^ J ^^ ^\^'^ ^. y ^JiJJ '^^J^^ t h bse k i h ds b f v i e w § 
oxpross(»d or talked about within business circles, 
Jlopnx^entativoJjrxoRKN'. ^fr. Kblberg, 

^fr. KoLBKRo. Some laboi- markets function the way you de.scribed. 
For instaiice, T thiiik it is fair to say iri Ciriciririati tliat riiachirii.sts wajit 
to \vf)rk foi' General Electric because it is unionized and it is high. wage. 
Anfl-so. typloally, small iilachirie shops train machinists arid ulti- 
mately. ti)o oft eiu they get hi i-ed away. 

Thnt hapjiens. T think, iii the labor market all the tirrie. Better wages 
attract ])eople from low wages. I expect that there are a number of 
other places in the coimtrv where yott could say that i.s the reason. 
At the .s:im(^ tim(\ the maf'liine shops in Cincinnati are probably con- 
tinuing to trail! people, recognizing at some .stage thev rriay lose therii, 
been use they need them to continue to make a profit also. 
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So it jli.st sroiiis to iiio that siicli a flow withiii the labor market, with 
the kind of a hibor iiiiu'ket we have,, ifi. just built lii. It is desirable. One 
should not try to frustrate it. And I doubt you cdtild piit together any 
programs that would or could change it very much. 

Rpprosrritfttiro LtrxoitKX. So that is lidt an attitude that inteffeiSis in 
the business coiiununit y with a eoniniitnient toward rot raining. 

.Ml'. Ki)i.ui:!{(!. 1 ili) not ieriil' evei* hiiviiig had that kind of a ('oUvui*-- 
satiou. 'I'he pheuojuenon is recognized. It is i\ regular phenomenon. Of 
cotirse it is. 

^^r. rAMPKKij.. That is (he free enterprise system. It works for busi- 
iiesses liiid podplo as Well. 

Representative LfNOUKX. ^fr. Semple. 

Mr. Se^ipi.e. I could iiot agree iiiore: In fact, I think the opposite 
view would he held by our trustees. The feeling would be if they_did 
not f raiii their employees, they wotild not be competitiveior very Jong, 

It niay occur in various sectors of the economy, as Bill lias pointed 
(Hit. biit r liave never heard one wor^ of that: _____ 

Kepreseutative Lung rex. Well, I just want to thank all_ three of you 
f(>r your testiiuouy. You have helped us^di^al with an issue that we are 
not going t<> solve any time .soon. One of the strong points^pfAb^^ JoA^^ 
Kconomic Coiimiitte^ is that -wo are not a legislative committee, and a 
strong point from the standpoint that we do not have to be cbmmittbd 
to ji particular piece of logisSation \vhcn we hold hearings. We try and 
take a broader view of it and perhaps come up with some ideas or some 
compn^hensive approaches. 

We really do appreciate the time? you have spent and 
attention that vou have given to your testimony: Thank you very much. 

[Wliereupori. at 11 lo.l a.m., the cbriiinittoc ddjburned, subject to the 
call of the Chair.] 



I.N MISTRIAL POLICY: THE RETRAINING NEEDS OP 
THE NATION'S LONG-TERM STRUCTURALLY UNEM- 
PLOYED WORKERS 



Training and Labor Market Policies 



WEDNESDAY, OCTOBEB 26, 1983 

GONORESS OF TIIE UnITED StATES, 

Wmshingt^n^ DvC, 
I'lu' coiiiinittoe met, pursuant to_ notice, at iO jun;, in rooiii 1810, 

^"!\'^?^''^'^'*A'"^I^ f^VV^^^^^^^^ l^on. Daniel E.'Lungren (nieniber 

of (he coniinittee) presiilinf^. 

l^reKeiit: Jve[)reseiit{itivc Liirigreh. 

Also present: Charles If. Bradford, assistant director; and Miiry 
H: IvtU's, pfofessioiiMl stjiH' hiohiber. 

OPENING STATEMENT OF REPRESENTATIVE LITNGREN, PRESIDING 

J^|t^pi'<;'^<'ntativc Lungrex. "Welcome, gentlemen. 

'^'ll^^ ^ 'V^^^'^^s of foiir hoaiu^^^ Eco- 

i*/.ViA»i^A ^'^^Jimiittoe on (he iiidn.strial policy implications of lonf^-terna 
sfi uctnrai um'inploymont. The first three Iiearihgs tliat we liad tended 
I'J'.^^^^^'Ji'^O'i^nie size of Hh' problem and the aflcquacy of curiTnt labor 
rnarkat policies to help those who are, or may be, unemployed for prb- 
^^^SPd periods of time. 

Despite a steady decline in the Nation's overall unomploymeht rate^ 
^^'J^^L'^f^^^.fLf'fiU.*^^ unemployment is, and may continue to be a 

serious _i)roliiein: This is attriiiuted by some to the unique cliaracter- 
j^^j^i^^ J^A They are usually older, have lost career 

jobs, and suffer from skill obsolescense. To others, however^ it reflects 
P^*'"^^^7'llv tli^'.PJ*'^^^^^ youn<r workers who frequently can only find 

temporary, low wao:c jobs. In its pr^?vioiis hearinp^s, the cominittee 
.^'Y^'.^^.thpug^^ economic transformation of America is 
jcrradiial. it is iinportant that individ^mls, biisiriesses, ijnions, and all 
^^"^^^^^J^i^ S^yj^^'^iT"^^ that the skills of the labor force must 

keep pace with chanp:e. By working toiGfether, tiiese p^roups can do much 
^ ^ ^'^^} * 1 ^ JD ^ Id f _ ^ IL ^Jl^ it a]i1 1 «i n i n ^ econ omic structure, and 
provide for a more \'irroroiis.])rosperouFi economy; . . 

"^^y^^.^^ j^.lP'^.^'^A^l. ^^L^dclJ iT'G'ihin^ profrranis have 

eriiercrcd from the hearinirs to date: T, rr^ctors of innovative Stat-e train- 
ing: programs testified that training!: should be ^rin before workers be- 
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comv (lis.i()rut('(I: TUry ;tj:so \)v<riH\ (haf. ti-aiiiin/jj progranis bo flbxiblo, 
rccognuiug Hiat iiot all ;>reas of. a Siato or oven a .county have tho 
>anu' ( raiinn^r Jiooiis.: i>ii>iiit'ss liiid Jiihoi- ^ivijips lost ili<M! {li'al it is iiii- 
/Jiat the jM'ivato s('{'t{)r !)(» iin'olvctl in t rainintr. /rhcy a;ri'(H»'l 
ti'.at .ti'junin^r sluniitl \yo'fXU\ oiirly. .;ni(l that, oinploy^rs should liavo a 
^V^^^ tlrl(M'Miinin<r wliaL typc£ of joljs people should ho. t.rain<Hl f^ 
.•iiitj fhi'. si<ills.iH'(Mi(Ml foi* Jlinsc j()hs.-All of tlio wltiiossos snvssod tliaf 
''V^U'i^^'lMiiTv jf^^^ soMivli assist a ni'o. aiul ha sir skilhs litoi'ad.y aio most ini- 
]n)rt;i nt to (hslocalod \V()i:l<(M-s: - . _ _ 

... ^.V'*l'^^'^^'^' ^^'i" hoar rr()ni thn'c (li>tiniruish{Ml (M'oiioniI>ls: two of 
\.\:koLu wvo ah:oady horo: Mf. J-jU-(^hnjito. soiiior pniiry juialy.-t fiotii 
' ^.^ • • J?i'<^f- T-'awivnco II. SuinnuMs. Harvard I^nivcM'siiy : jnid 
Prof. ,l()lui j^isjjop: Ohin ^^^ato rnivoisity. 1MK\^o^^(Mit IiMiioh \vill dis- 
l^^j.^'.^'' 'jl-U'l^^.'.^ polirios anil ])r()j)(tsahs for solvin^j th(^ ]>rol)lonis of 
lnnp:-t(Min structural uiicnLjiloynjont: - . 

. .ri^j*^ i^!d'li(Mdai'ly intorostod in oxaminjnfj ( ho foasi- 

hility of individnn.t trainin*^ ai*0()unt-S. (^juployinout A'cujohors. tax ri'o^l- 

/^"'^.^P**^'i''Ji^^^l.Hi:f:^?^''^^^^ ^viUi oritiral skill shorla<ros. Tho 

cniiuiiit is also int(M'osto(l in iK^arin*^ tostinioiiy m\ ways- to ivfoi rn 

^! ' A'*'^ .r>^^^'iJ^^i\li*J\J']^^l^ can ]:)erfbian inoro ojliciontly. 

. r woiihl iiko to apfain \v(vi(*onio tlio panel; two-tliirds of tho-]")niiol 5o 
far. aiid thjunc yoii for taking .t^'J^r yflU!'. hu^v scluMlnlos to he 

witii us and to aslc Mr. Tlioato if you would start ofl' for us: 

STATEMENT OF PAt CHOATE, SENIOR PGEICY ANALYST, 
ECONOMICS, TRW, INC. 

Mi\ CiinA i-j:. Tliaiilv yoii voi-y inuoh. Con<>;r(^s?nian. Tt is a j~)loa!siiro 
to 1m' with y(ui iliis niorninp: and. wit ii your porniissJon; T will suhinit 
iuy pivpiU'od statoiilonf to ho ju-iiUod iii tho rocdrd of tho hoai'ih^rs Jiiul 
then hriofly suniniarixc: it f(u* yon, 

JvPpiUv^oiitat ivo Lt NouFX. That is fino. 

Mr. riioA'rr. Tho ro is a <rrowin*x a warenoss that a major issue in our 
oi oiioiiiy. as iiuli/'atod iii yoiu* opoiiiii^j: siatoinoiit. is that of striiofui-al 
unoinployiuont. Tt is niy own viow wo aro ^xoinpr to soo sti'notnra} un- 
onq^loynuuit ooiitiiuio to ho a inajor issiio within oiii* oconoiiiy. 

II is an issno for a varipty of faotors. not tho loast of whioh Js tho 
rlsiji*^^ ('ompotitivimoss of foi'oifrjj ooinpotitoi-s and tlioir aocoss to tho 
l^S. niai'kot ; ;ind sooond, tho soo]~)o and paoo of toohnoloorioal ohan^ro 
which is affortinjLT oiiiployiiiont in a wide diversity of iiidiisti-ios — rrian- 
u fact n rij) <^ and SOI* vioo. 

H\'iu-y o\'id(^nco sn^^^os.ts Miat thoso ohanp:Os aild dislooations hoiiig 
^l!^'}M'!.Lb>* ihoso foroos will oontinuo ovor the ooniinrr yoars. if not ovon 
aooolora((\ ..... 

T ' V ' ^ ' ^-^ i 'J^. ^ ll^ j ii P.^ • I ^ 1 ^ i h k it i n 1 p o r t a n t t o r( v r )<r n i x (M h a t tho 
Xailoii lias ?uany inst.i.f ut ions.that p!'ovido a fii'ni foiuidatioii fcir^ri'ap- 
V\ ^ ' ^ ^ K ! ^ ^.^9. ll^vll ^os . T 1 1 o o o u n t i*y has a u o \ t e n s i v o s^• sU » r u of 
coll(\fros. oonuiuudt vcol jojz:^'^'; and postsooon<lai'V odnont ion instittitioiis; 
Tt his a, la 1*^0. aild T })oliovo. lioaUhy sot of j:)ropriotarv train inrr insti- 
tutions. Tt li!is an luioinjiloyiuont iusuranco s\'sioni, t houirh o> pTrieuc- 
'ilh^ ^^^I'L^*- provi(h\s an institutional haso for 

ninkluf^ a (hi itional ohan^^os. 
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/riiiTc i'\v*' laws oil llir licKilcs tlint provirlo for hilior rrinrlcot oxclmrigd 
joi) jiuiiJ;-;; 1 lutl -rn-iLspccd jjic processes (if adjiisdiKMit. . 

tioiijit networks: (~)no i hat is suhsUmlijii is t he {ivaihiliilii y of iin exi)licit 

"A^'*'Jj*|j^]^':^j J^^i il^'i^l 'j"^^ .^'<^^'up^'llf^^J.^lv^'l^^^^^ wide- 

ruii^iii^: <li<|.)hi(',einent tliat we iiiy now seeing in eni]iIoynient;_ 

This is iiot In iiiipl\- thnt this issiie lins not heeiV ii(l(lress(Ml iH'f'oi-o. 
It lias. ()\*ei' the ])jisi '20 years, an array of soni(» 2:2 Federal disnlaeed 
wiirker pro^r.'iiii'^ hiive lieiMi piit in j)Iai'('. Tlii'Se j)ro»j:riuiis ai'e cliarac- 
iei i/.iMh ho\ve\*ei*, hy a rather narrow focns and hy limited funds. 
- The tiiost rercnt of these, of e()iirse, is title NT of the Juli Ti'aihing 
Part iiei'shi j) \rf, wliicji foi- the fii'st tiinf* jirovides a hroadei* approach 
l>iii Avhii'li. like hiiiiiy cate^roi'ic«aI pi'op:i'jtiiis. luis th(» restraiiits of avail- 
nhility ()f funding- and the i.nflexihility iliat categ^orical pT'ogranis or 
evcu hhji'k-Ln'iuit pi()^nanis always sei'iii to hriiig. 

My thoiiLdits ahout additional <lis]ilaced workers ])ropri-nnis divide 
iutri sc\-eral jUU ts.^Vt its lieiirt. tlioiijLrlU tliiMT. is n() one specific action 
tliat can do (he joh l)y itself. There are a pcries of actions that need 
atteritiou. '_ _ . _ 

( ly i'here i- t IhmhmmJ. T l)(di('ve, to have better labor niarket informa- 
ti()ri: ihe jnhs haiilc. a hettiM'-WOi-ker-entployer inatehiilg systeni, iising 
tlic exist in<; authority and the exist in institutions that already exist, 
Afafiy MriiaiipUiyiM-l people. eaii <r-et back into the -WOi'k force siiiiply by 
haN inL*" a l)eihM* i<lea <>f wluu'o tli(» ioh.s are, and for employers to liaye 
an idi'a of (lie people w lio- caii fiUfill thost' johs^ That is 4i 4'elativ-cly 
i ne\p( 'US i V(> taslc and cei'tainly it is a task thfit the ITnitod States lias 
sct -unt t o <lo atiy way. - — _ _ _ _ 

*]'he second cjiallenircvis to make sure that our public train in^r institu- 
tirujs are kept at >tat(»-of-t he-art level-^ The -1:000 vocatiomii, toclinicnU 
c<umininil\" cr>j lee-t's. j )osi secoruhii'V inst itutions tluit we ha\*e erbatod 
tn'er the ])a>( years provide u-sotiitd foiuidatinn for-ofTorinjG: ;i wide 
and diverse array of train in^r. 'S\y ])articular t'onceivn is tjiat ihphvjof 
1 h()-e_jij^j Itut ions fliid t lieijisph-es with their e(|uipmont-beeominjnr_nbso- 
leie. Ihjildinirs are in irood slia |)e on t lu' whoh* : they \\\in hist prob^^^^^^^ 
Well iti-to the LMst century: but there is n necessity to have some prorrrnjn 
to jiibdcrni/e t lie e(|u ipiuent aiul perhaps iih])i'o\*e the slcills of facility 
in those iu^t-if utioiis: . .. _ . . . . .. . .. 

1\he third and filial ehalleh<re. T Miihlc. is to find a flexible firiancirip: 
1 m.vclj a rrNur t.o underwrite riM i*a in injr. 

To pro\ itle such n ha 111 'i a ir. in niy testinioh v T su^ire?!" se\'oh basic 
prj-ucipies (iiat siiotild irui.de tbe .o'eat ioii of any new mechanism. 

'I'lie first is iudi\ idiial clioi(-(\ The se,c()iid is coin jii-ehehsi\'e cdvera^ro. 
'i'he tliird i< the liiik'airc of riis])hieerl worlau's to the income sufiport: 
in otlier wor'd<. the V\ systeih. The fourth is as eiirly lih intervention 
a^ po--i!»ie: 'I'iie fifth is.assui'ed flna..iiei?)£r. In other words, so tliat we 
ai-e not fa<ed with tlie fiiiaiicin^ difliciilties of the systein today. The 
-iNlii i> ijcNibiiily. And tli(» seventh is. r'atliei' than to invent new sys- 
i (an-". t(> iinpro\ (» ori that which already exists. - - - 

At it - lieai t. the indi\ i(bial traininc: acc-ount system T deserjbe in my 
te-tiniony would b(» ji pi'o^ri-iiin based upoit t wo experiences of tlio past 
that >eeme(] (() \vr)i'k"-the 01 bill. tbc. voucherdiased systein :^and sec- 
ond, upon the lE.V in which individuals would make contributions and 
build up a personalized fund. 
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^ ^ ^1 * 1 i ^' i ^ V* ! !^ r ^ ^ ^ ^iccbu ri t ob u 1 (1 In^r re a t e d, t li e rc are 

a.vjuioty of ways. H .could he done hT.siniply niQciifvinjj.nie existing 
IR A la"\vs. Or a third trust fiiriU obi i Id be set up by the Federal Gbv- 
enimont, 

A system cbiild be c be maridatbr5\ Or a systern 

could V>o (Toatod that would be voluntary. 

VAVrh of the piirticiilar options of an individual trairiirifr accburit 
obviously has advantages. Fnch has. disadvantages. What I am sug- 
gesting, however, is that sonic new flnancirig rneohaiiisiil is required 
and can be created that would meet those seven principles. 

I am also stiggestiug that tllere is no brie single sbliitibii tb deal 
with the issue. What is important is to build up tlie mosaic actions* 
each one of which can make an improveuient:, cpcli bile of Svliicli would 
reinforce the otlier actions. 

So-with that, Congressman^! con^* hide my sununary. 

[Tlie jn cpared statement of Mr. Choate follows :] 
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Koj?r('Sont:i< ivo LuxfiRKN. Tliarik ybiu Mr. ChbatCj very. miicH. 

L tliiiik wo wiii li(jid fjHostioiiH tiiUil iifier we liavn hetinl from the 
eiitire punol and tlioii H()[)efully we caii get some responses to some of 
tho-quost ioiis; __ ___ _ . _ 

The next person we woulcl like to receive testimony frorri is Law- 
rence Summers from Harvard University: Welcome, and you may 
proceed. 

STATEMENT_gr"_Ij4WRENCE SUMMERS, _PROFESSOR OfJcO- 
NOMICS^JDEPARTMENT OF ECONOMICS^ HARVARD JJNIVER SIT Y, 
CAMBRIDGE, HASS^ _ AND _ RESEARCH ASSOCIATE, NATIONAL 
BUREAU OF ECONOMir RESEARCH 



Mr , S r^i ^t>:Rs . Tli a r k y o i . ve ry mij c H , C o n gr essrhfi ri . I a m 3 cl ij^lj t ed 
to lia^e this opj)Oi , ir./. • testify before this committee on the very 
iiii]K)rt:iiit problem wl' ,ctiiral iineh'ij)roynient. 

In niy testimorv • »>i\y ± v^ant to discuss three qnestions; First, a 
siMisihle way to d.i.'i:. (or policy piirj)bscs what we moan bj^ the 
slrucdiral uniMiipioymeiil .|)rol)jem; seronch.a (Hajrnosis. of the stnic- 
1 1 u 'M 1 line 1 1 1 { ) 1 ( iy 1 1 le n t J > 1 lei 1 1 : an d 1 1 1 i rd^ \v hat w e can do w i t h p b I " cy 
(() .alhniate structural rmem}]>loyment. . 

T' (M-e iivi' niaiiy possible ilefihitiohs of the structural uriemplby- 
ment. Mrubh'm: The one i Ciiid nmsl useful invohes. t}i\'idin^^ inieni- 
ployiheht into two ciite^^bries — structiir* 1 iiTi l cVcIicj?! uncih])lbyinerit. 

Hy structural unemployment, ^\•e rcb\- ■ - . :U \'ei of miemploy- 
iiiont that will r».iiuun in the econc.;i^. .'''i': ixiiry llie 'fcr»nbni^' h«as 
reached a c\c!i».Mi jj.eak. The iinemi>Io\inent, sr^cli as much oi tliat 
that \ve are now su lie ring assoi^iated witii recessivjiis, with macrbecb- 
nomie ilurtuat ions, I refer tc as cyclical unen-ployment; 

At j ) re s( M 1 (a :i d f o i; so ve i al y ea rs , b f cou rse , eye Ileal line in pi by rii e ri t 
will eon I prise a larp:e fraction of our unemployn^ieut problem; The 
September uriein ploy merit rate is way down frbrii the peak level bf 
10.8 percent in JVecen-.l^er, but it is still way above any forecast of 
iiriem ploy merit after ari ecbribriiic recovery. 

Most economic forecasts now suggest tiie economy will not have 
^' ^ ' ^' ^ r^.^! f ^ ] y ?^ t J j .1 or 1 ^ '^J V ^^^^ t v h e ri the e co ri b m y ( Ibes 
reeo\ ei' the unemploj'n'enr rate vviil remain between G and T percent. 
It is this level bf hct^vceri G arid 7 percent fha( j think of as being 
the structural unemployment rate that we : iiould try to reduce witli 
st ri: c t u ral pbl icics. 

Xo.w it is. of course possil)1e to reduce the imempioyment rate below 
the G- to 7-pcrcerit level with iriacroecbribriiic j)blicies. Siiincicritly 
expansionary monetary and fiscal policies will in the short run sue- 
Cecil in reducing the iirieriiplbyuierit rate belbw the knel at wliicji 
T ha\e si)oken..l)Ut the consequence will almost certainly ^e acceler- 
ated iriflatibn. Not just will the rate of iriflatibri rise, l)ut us the ecbn- 
omy is stinudated more and more, shortages start to dc' c lo]) inflation 
^vill iKiually accelerrite. 

A diiTerent but equivalent way of posing tlie prtjhieni of defining 
^tiMictiir«al iirierilployinerit is to defirie the structural iirieriiployriierit 
rate at a point in time as the le\*el of unemployment at whicl« the 
ecbiioriiy could opei-atc at ori a sustairied basis without iricurririg ex~ 
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vossi vo 1 II fl a i i ( hi nvy \ > I'ossu ros. A ^ai h , the forecasts that the _ econbihy 
will iocovrr iit G oi' 7 fu'icont reflect tlui- conviction that *riven the 
current structure of the cconohi}^ tliat is likely. to be the best level we 
could acjiieve without causing exc^^ssive inflationary pressure. 

Of course. callin<x it .structural cloes riot riiake it iniiriutabK\ an^^^^ 
will tallv :il)()iit what we caii do to clinn]G:-e tJie structures in our cconom}' 
so as to reduce uncin])l()yiiieut iii just a little wliUe. 

It is iriiportant to vvvo^nmr, thou^rji, that structural uneuiployuient 
is a ruiiural c"Ji(:()iiiitaiit to a dyiuirni(\ ('cohdhiy with coiistautlv chan 

paiir-riis iiiid ilciiiatids: baljor markets jir-c always in llux and_i)eoi)le 
air (»nicriiiir aiul lca\'in<r the labor foicc, l<)^^i!ij^ or qiiit ting bid jobs, a^ 
>cckiiiiLr iiiid lindiii^new <MH])loyijient o[>po.i'i unit ies. An economy with- 
out any structural uueinployincht would be so stagnantly rigid as to 
preclude economic growth: . 

However, it ap|)ear^ that current levels of st riii-tural uriemploy^ 
are nmch gr(Miter than is necessary to permit the economy to take ad- 
ya n i age (_> f new b]) port u ri i ties. St r iictu ral uheitip 1^ c_b|ild be re- 

(luccil with jirtulcnt public policies which at the same time promote 
e( on on li ( • gro w 1 1 1 and 1 adp the least f o rt li ii a t e me mbers b f bur sbc i e ty . 

Let nic turn to the. .second question that I posed, the diagnosis of 

0 u r _ s t r u c- 1 u I -a 1 u ii e 1 1 1 i) 1 by i ri cut . PI v t t h e r i sk b f s 1 i gli t b ve fsi mp 1 i - 
fleation: lei jia- d isi inguisii 1 wo views: The uew_ ])oi)ular view and the 
Uini'r tradiiiorial vi(*\v of the stTiictural unetllployineilt problem: and 

1 sijull sugg'-.-i.thai the more t ra( tiJ ioiial \ iew of the structural uneui- 
1^1 OA' trie nt j)i'bl>leiii is e^bsei* tb eOrrect. 

In many ciiclc- it has become fashionable to think that we stand at 
the threshohl of a new era of rapid stvuctnral rliaiige and employ- 
ment disiocat ion. It i:. frequenlh claimed that u< - force of intcrna- 
[iohal cbnipet it ibii re([iiire a ni:vji)r rest ruct tirin;:* '^-f oiu et-onomy: 
Siinihu'lv. it is argu< ^h;il a rapjd grov/th of hiizh-u v.inology indus- 
tri^^s will l eqiiire liia.- i ^ i ^T6v\ '.i at w()rker i*eti'aiiiing. 

A ])articularly \'isi])i. group of the iinemi)Ioyod in jv^;- ^it mbiitli.s 
hfis been t-bmpri-f^d bf dis'ociuevl Voikvcs with }>ei i.iaTUiin 'y lost-jobs 
(lu(» to [■.aiit closings This g^-; -n^ is lie!^i to be tli:' tij> oi* ^viiat will be 
a growing icebei'g ui inoiitbs to «\ 

r \\ant to suggest, howe\*er, thai in iaig^ part : ;. ' ' ut obsppsioh 
with these types of eveiits reflect a fuiulamentai c(.n fusion of cyclical 
an(J struct ural developnients. _ _ _ __ _ _ 

Tlie pi'iitjarv reason for the; ai^pan/ntly critical hihuv market prob- 
h^iis wc Iiave suHcred (luring the last fe^' vears is a sh;u-j^ decline iii 
oiit'iiit associated with the -rrcent.--roc(»ssion; Tiiis. i)oint. is siiperl>ly 
(J < )cl I m e J 1 < ed : 1 1 a_ i ece n t st li d y by _ R ol k' r j La w re rice (lone at the Xc w 
York i-("' I Ke-erve liank eiitith'd **fs 1'ra(h* Deinchist riah';:ing 
j^mcrica ^* _ __ 

f found-tlK* conchisions so surprising that T went bad-: and tr?<^d 
to check his analysis at seyer^^^^^ 1 fbniid iriy.seli: 

ag-reeing^ I fe i-eaches several striking conclusions. 

First. [ *.S. riianii facturihg has fared no Woi*sp recently tliaii WOii'd 
be-exjK'Cted on the basis of the performanct-^ of overall OXP, Tn fact, it 
led the world in rate of gi-bwtli ()f cmnloyinent duritig the 10T(Vs. S('C- 
ond, as measured by the dispersion of industrial or regional growl h 
rates, thi'ie lias hot been a subst initial acceleralioii iii sti iict it rai change 
during the last decade. Third, until the very recent period when the 
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I'xi'linniTf* i'jin- was way :il){)V(' iis I<)ii<>:i-nii "otjiiiliHi'iiiiii t i'lulo iii- 

('r('a->(ni (MifpioyniiMij; us jk-w ('Nj)()j'ts..('r('nt(ui inoi'c \()\y< iluni rvoro lost 

Ci^i)*s ''oiiciusioii tliat less fiiait 0.5 p(Mr(»nt of our curiMMit uncinploy- 

^^'^y '^^^^^'^^^^^Mf^X iri industries 

llnM.iirlit to 1k' nil\"ci's.<'!y M.iVvctJMl.hy intciMiiit ioniil ti':i(jr. 

If \\o iwv to ii.si^fiilly liildivss tho st inii'Mii'iil luioiii jiloyiiiPiit prohlorii. 
wo inti<t i,ot confuse tlicse tlo\"olopin(»nts Mssorinted with the rcct'ssion 
with tlio loiigiM* i'Uii fl('vr]()j)!ii('iUs assoriiitoU with rcfiiioi.iic ^rj-owth. 
IvnthiM*, 1 wmit to i'n.ij)h:isi/.(» i.wo fnij(l:un(^ntMl fiicisth:it hine Ixhmi t rue 
nhont the striictiirhlly iiiieihployod for iiuiin' years liiul will coiitiniie to 
hf j i'n(». 1 hclicM'. unless we take ])nlicy actions. 

Fii'st. ii \ cry lii^^h f riict ioii (if tlu^ st riictin jilly lirieiuployed are young 
p(*(){)lc. l)!it:i from the ve:ir liiTS wlicn the economy was openitinp: near 
a cy'cli- al }><•■■ U [>i'oviiles :in iiidi^'atioli of tlie chiii'iictei'istios of strt^c- 
tui'al nnemp»t)ynie.nt. In. thai Vf a^' 40 pcrctvnt of th(Mni(Mnpioyo(l were 
liuilci* the aire i2L wliiU^ more thiin a <j\iarter of the niu'iliployefl wei*e 
te(Muifrers. TIi(\<(v lirrures undersi ate the sifl^nifl(\anee of tlie youth labor 
riiai'lc(;^l jiiohlciii hccaii^e tlicy take ho accoimt of the inaiiy yoiirig people 
who ;rri()\v (lis'^oinatxetl and withdraw from the ljdH>r f< vcv. In fact, 
ahoiit t wo thirds of ycuiiie: peciph^ who hecoilie tiiieniployecl actually do 
not (akc johs hut . l al h(\r. end their spell of uneniidoyne nt by with- 
drawiuir fr-oiii the laboi* forc'e. 

Scarnti. most uneni}>loyinent is (lue to very lon<r J^pells. On averaj^e, 
in li^T"^. a year wlieii the econohiy was o]:>er:itihg at oi' beyond ft ill em- 
pio\ ni(Mit. pei'soiis out of work at that point in time were unemployed 
for a total nf iiiore than G hiiuiths befoi-i' fuidih<r a job. Xloveover. even 
an.onir 'ubdt niakvs. moie tluin one-qiuii ter of aM unemployment spells 
(Mulfd iu labor f()rce withdrawal. The avtu'afre jVersoit who wa5; out of 
work, at that |>oint in time (lurin.a the year sufTered . more than 7^^ 
inonths of luieinploynient tijtal during the yeai-lOTS. So when uncm- 
pioALuu'ut strurl^. it struck jx^ople for prot i-actcnl periods. 

What can be done ^ llie bc^LMhuing of Wisdom on this sid)]ect is to 
re(V)irnii^(^ tliat it is veiw dinicult to usefully coiuliat structural in leiiv 
plovment and it is appi'opi-iate to be modest in sett ing <r/inls: The lesson 
(if ilie hist two (hn'ad( s is t!iat it is nuich easier to sjiend nioney Jban to 
deliver results. We h:;\(^ invested vast iunounts of money in Federal 
traininji and ]ob-mntchiiipt pi'onrams to relatively little ef]>ct. Wlnlc 
there are evaliiation stijdies that sUiiirest- that j-;ome train inrr prorrrams 
ha\-e worked, there are 5\t least an ec^iu) V iinuiber of dpHiihentcd fiiil^ 
iues. ]Sroreover. even thosi^ pr()<rr:iras tliat-4ire measured in our evalua- 
tions as succ('e(Iinrr niny only do so by reallocating^;!! fixed stoc'k of jol^^^^ 
from the individuals who aVe in the -training prorrrani away fi'oni the 
individuals wh(^ were n. in the trnlnino- ])rogi:am. 

.\ similar point. ()f course, applies to Federal efforis to bcftcr match 
workers ami {ohs t hro'io-h tla^ eniphiynient servnr. Without iiiciva^ 
the supply ()f jobs, ho iinioiuit of assistance to worLjrs ran reduce 
niieniphyvuKMit. . , , . , 

IMierefore. the appropriate objective of new Federal initiatives di- 
rected al employment sh(uild be to stimulate ])ri-/ate 9o^-i6v ]nh creation: 

Let iiK^ isilk first iiboiit the youth area and then T will say somethin<^ 
;d)otit llie problems of lon<rderm unemployed adiilt.^. 
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iliii Ft'dL4;Ui Gove^^^ 1ms already taken iinpbrtaut steps toward 

reducing ^ouih uneinpiuymcnt.tiiroagli tlio targeted jobs tux credit 
P^'^e^^"^^^^- .-^A^^- 7^^-^^ i!-year tax credit oi: up to 

^^rijOUU lur ejii];ioyors liirmg disadN aiitageu youth aiid certuiii otiier 
di^iid^'antuged \vurRers. Tius piut suuuiier, econoiuically disadvari- 
tagod ycvuJig peu2>ic looking for work during sunuiier vacation were 
^^A^o^^^!-\J^!^i"^iiLisjay at an Ho:perceat rate. 'J'lus reduced the employers' 
cost ot labor for most sucli teenagers below 00 cents an liour; jspite 

the targeted job tax credit, ]>articipa- 
tion to date Jias been very limited: Many eniployers, evidence suggests, 
'^btlier to claiiii the tax credit for workers already on their 
payroll, let alone hire new workers to take advaiitage of the credit, 
ivea so ns ^o r t h i s be H a v io r a re fa r f rpm cle a r. In part, it reflec t s th e 
fact that businesses take time to adapt to changes in tax rules, A 
^M^'^y U^A^Ia' J^^il^r thiiJi . Gorman 'l ure conchided that when ac- 
ceieratod depreciation was first inti'oduced into t^ie tax code iri 1954, 
"V^^t; ^^ii his took s^^ taking advantage of the ac- 

(•eU>rated writeoli' 2:>rovisio'ns, although tliey could have reduced tlieir 
t a X OS s u bs t a I i t i a 1 K* by d o i ng so . 

An additional reason for tlie nonuse of the targeted jobs tax credit 
1 ^ V ^ ^ ^ Al - i s _p Of) rl y a d m i n i s t er e d . Co ^• e red worke rs, in orde r 
for tlioii' on 1 plovers to receive credit, nnhst be certified as disadvan- 
^J^&^^Ll'^ U'.^^ 'Ml'lV^f>viii<^"t service. Local eniployment services, how- 
ever, aro evainnted and have tlioir- funding levels set by quantitative 

^ ^ J IV . ^^JJ ' ^ ll^ _ 1 li 0 . J iVi*?^^* i } 3 o 1 >s tax c red i t ce rt i fic a t ions roc e i ^• e 
zero woiglit in the formula: It is therefore not surprising that they 
iiiako cert ificnt ion of workers a low priority activity. 

Ailministrative attention and the passage of time should load to 
"l^^*^' i^^^lA^"^^ ^1. U^f" P/ 1 1H' t argoto( 1 jobs t a x cred it. A f nrthei- stop 
th;it. slionld bo ronsidoied is broncloning the program's ejjgilnlity. This 
^^''.^ ll^/J ^* ^ V -^^^ * ^I^^ ^ ploy men t and would in i i i^^a to the 

si igmatizinfr efToct of tho program on current nenoticiaries. A broad- 
^/^V^^ \ A'^'t^A^^ 'ij^^! ill^^" ^*'JlL^!*V\*t*rs to pro\-i(le yonii<r people 
witli W\^h »|iif)litv jobs that hnd more ])otontiaj for upward mobility: 
P ^ ^ ^'i'J'^ ^ ' S ^ ^ ^ "^^.n ^ [ ^y^. n_ f 11 1^^ P. ' » 1 w o 1 1 1 f I be COS 1 1 y so 
iis benefits would ba\*e to bo weighed carefnlly; 

V to n fl a r d ro r o m n i o li ( la t i o n f o r o a s i hg_ tj lo fee n aire uno m p 1 oy i ri eii t 
])robloii^ is lonfi^Htion to »i..iri?]rato the ofFocts of minimum wngc laws 
Oil Oinployois' iiiceiilivo \6 hire yoiihg workers. Other proposals that 
Would move in the lierht (lirorfion include Hie _voufh srbminimura 
'l^^^l ^ A^^*^^'-;^^*'^"^^: *^hi-i-ont^ exemption fo^ I^<^yond 
Hioso tnoasnr^^. it is not nt all ^^loai- that (rovornmpnt- can do ii grpat 
-'^^l^^^^ y*^'^^lL'^"^ Jil^l^'.f'yill^L'nce tliat 

.'iih(M' i>>n ko-^voric ])pMic johf^ or tr aining programs are very efficacious; 

:idint>. .\s 1 nlrcMfK* epiphnsixod. the fundamental problem- lior^^ is 
doing >ometbiM.fr for Iho long-terrri iinompl(;yod. \\'ho account for most 
probTrnv imeinploymoiif . T believe Hiat something can ho done for this 
/ji-oi p fhjrijir-'h .ipj'iropi-iato roforiTi of the iinomjilovrriont insurance* 
sy.-iem. "Wo soldon^ pause fo reflect thni total oxponrliture.s on uiiem- 
plo\inn?U i list ira lice, which are cevrtr-fi to initigatirig the pa iri of 
nnemi^lornvMit hiif no. K) ])reveiu it r.nd which may actually inrreaso 
iincuiployment by reducing t :io oc<)nomic costs it irtlprsns ori workers, 



361 



<l\v:irf totiii cxpcnilil urcs dircctt".] at promoting unemployincnt. In 
fai'i. sjii'iul iiiUl'li riicjic [)ioiiiotiii*^ uiuMuploynuMit tlu'oiigli uncm- 
[jloviui'iit insurnnoo than wo do rodiicing unenij)l()yniGnt throu<2;'h all 
i)f uiir ilil'iM't ox ppiulitufc prdgriinls. Of coursG, in tha miilst of a 
pi'i ioil of high iinpniph)yniont such as the present, it would almost 
i ))(' unliiN*('ptabIo to prdrpotc inocMitive by slasliiiig beiiefit^^. ITo\v- 
rvrr. it should hi^ possible to promote incentives by adding eniploynient 
-iibsidy option to the riu'i-eiit iiiioiiqddyineiit insiii'anco system. - 

Surji ;in option might, foi- examphs permit workers who had been 
oiit of work foi* some (iximI period — T woidil suggest G indntlis as a 
natiirjil btMu'hmark but tli;it is not crucial — to use their remaining 
uiii'Mipioyinciit iiisiniuice bciiefits to subsidize a job for themselves; 
'I'liis won hi Ih' th)nc as follows. Instead of picking up their check at 
the- unemployment insuranci^ ofllce, workers could pick up vouchers 
whirh rouM l)c' turnc<l into potential employers. Employers could tlieri 
use I he \'(.>u< hei-s to claim a iMvdit ugauist their piiyroll taxes eqiiul to 
half of ihe worker's w(^ekly beneiit. Workers, since each voucher is 
gciing t() cost only half the- weokly-bonefit, would get 2 weeks vouchers 
f<)r ('ai'h rciuaining we(^k of unemplbynienc benefits. 

I**i!-m>:- wDikiMS and the ( love-rnmi'nt mlglit all licnefit from tiie ex- 
i.-tonic of a systrm of Hiis typ(\ I'Mrnis wdidil hud t liat they h.ad a Idwe^ 
ifiurgiiiJil CO t oX hii'ing labor ana would hire more people and produce 
iiiorc out I lit . ^\"orh:prs fould not be made wpr^o^ off by the proposal 
-inc(' thi' -Option of rjain-ing regular benefits would remain: Many 
would { i M d c n 1 j ) 1 oy e r s r i ii 1 1 • h 1 1 1 o rc^ w i 1 1 i rig t b be a r 1 1 1 e^ i ri o\; it ab 1 p s t a r t u p 
fosts associjited with a new worker and the- risks ar^sociated witli hiring 
soj 1 1 (M ) 1 1 c \v ho h as been -.m \ i ) f _yv o rk f o r a 1 ong^ t j mo i f a subsi cl y wo re 
:j\ailahj<» tor t lie first few months: Taxpayers might benefit as well: 
RcNcnucs couM bt' r'.'chaniiclcd from suhsidi/,ing unem;/ldvirieiit to 
riiroH raging ctupioyment, thus e id urging tlie tax base and increasing 
id i imatc t ay collect ibri^. 

A 'Ubsidy option of this kind woidd be a particularly desirable 
feature to ad<l lo the FSC, Federal supplbmerital cbmpqri.satibri pro- 
gram, liecnnse tiiis program af)plies only to the very long-term unem- 
ployed, very little ludriey wdidd be .spirit bri per.'cbris who would find 
jobs anyway, ^^ost people who get on Federal su[)plementai t'onipen- 
sation do not leiive the ])rdgi'am l:y fi ridiiig jobs or withdrawiiig from 
.he lahoi: force, but lea\e the program by exhausting their benefits. 
Hecaii-e FSC is ii teinpdiai'v '^)rdgrain, the enlpldynierit siibsi(ly dptid 
coidd he regarded as an experiment and phased out when FSC goes 
out <)f hirslMess i f the pt-ograin did ndtprd\ e siiccessful. 

In addition, t lie federalism issues which plague many types of tJI 
ri'foi ni wouhl imi bo a serious probleni because of tlio Federal cliarac- 
icr of the Federal .suppjomont^al compensation j)rograin. It is not 
po:-^i^)le to i'dinhly e:stimatc hoAV inucIi employm^nt would bo iiicf eased 
I ) \* 1 1 n 1 ( ' a s u re .s 1 1 c h as 1 1 1 e b 1 1 o I Ij a \* e d e sc r i b e cl li e r e . Of c o" J rs o , to the 
extent that: people- do not take advantage of tlie progrnm and is thore- 
fbre nbt sutressful in stimi^^^^^^ employment, wo will not have spent 
exc_»essivc amounts of revenue: _ .. . 

In coin lusibri t him. as tlu^ecbim and cyclical unemploy- 

ment iliminishr^s, structural uiu'mployment will ngain eome to the 
fpr^r Tlif_i^l*9ljl^\^'^^_pf -"^t'^bchiral inieinployment eannot be traced pri- 
nuu'iiy to the devils of international competition or technology: 
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Ivuther, i( is ( rarisihlo: to tlio labor iiiJirket problems of a small gipiii>, 
(lisj)r()p()rt ioimtelv youn^r. in our population who tend to sujfer re- 
peated- protracted s|)ollf. of uii(?niploynrent. The jzrmip cannot Ix^ he]ped 
by traiiiin^^ theni or helpin*^ them search for jobs that do not exist. 
Kutln^r. targeted subsidies directed toward providing jobs for these 
p<>()ple, rarefully (lesi<nied to iniiiiniize displacerhent, provide the best 
c}i;uire of reducing structural unejnj^loyment. 

A particularly attractive vehicle is reform of the unemployniorLt 
insjirjince system to make itiir: omplayineiit promoting sj'stenl as well. 

Tliaiik you. Conj^ressuian Luu<^ren. 

[The prepared statoniont of Sir: Summers follows:] 
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rKKi'AKKi) Statkmknt OF I^awkkncf: H. Summekh 

^:; . I ::■.!;, .iii.i rr.^ V u I : * i ii ;• li 1 M '.^ • r^i-; i t i t-T- ; I ;iri 

' ■ s'. '. : '■ : r t ■• I t • \ i I r;\ .cr iuus pr^'M of 

■•ir-i. ; .• :'. i;:;.. : v-n ;, ; . ;i.r'-.' j- I .. ,w r f i ,« > r .iiid I .irr. . u r r 1. 1. 1 V 

.1 :'l t'' : ,j: M I':, ; Vi' f, i : .i:. i .i K<.^.tMri:!i A-o. > m; i ;i : o 

• I [. ii:-L, t* Nevis, th-.- ^1 '"i:\iLi i; r^i i s\; ifv^r^' i! r v.- : sirucl^iral 

A: t :■.»■♦,, it. i .s itr;".'rc .jnt Li. di f ■. ;u- '-.'h.it n^an by s : m . t m ra i 

u:.' ; .vri r.r , I Wi'uld dv'fi::-. ^ L r lu' u m 1 uniT-.p J ovricn t , ai the unLT; l.'>TncnL 

fv«. .ifLi't" t-^jmor:/ rocovors fully fro::'. r«.- rat 

fi- t.--,:.>:ii t:i«.- IcVfl ol i-Lrii iiiral u;-; ( 1 o y::^cut tiio lowest Ii>vOI of 

n''f" p I. "lyr^iiMi! wlilvn is c: or:;vi t i b 1 »■ with no -^l' c K- r a t i n p i :* i a t i on . Tfio 
r on.i 1 r: i t: u n LTT.p K' yr.t ■ n t whicii is associati-d vitli riac roL-conunic f i u^- 1 li a t ions , 
I lahol cyc'li^.il utii.T.pl«.pymL':i: , At p re s..':u , and for the- next several 

vt'.ir:.;. rv^liiMl uiu-mp I oyn«. .i t is a iarj.',L' iraL-cion of our uncnp ? o yniun t problcn. 
TIk- ^•■■pt iTiSiT un..'npK>vf::on: r:\iv .^;tood at 9.^ porccnt , down f ron a poak of 
10, H pfrvt-;,' i;: Di'i'i-nbor . .'lest L-i^onon'.i l- fc^recasts ;;ug,-.t.'i;c that the t'conoisy 
will iM't !Vo fully r.-VnvL-r^^i uril J ! I9H7, [Ht> u;u I oyr/.i.-ii t rate v.nll 

St' h t) i\ I il 7 perc^'Ht , Thi ; rL-siduai un«.':..p i ny::ioiit whi':h will undurc 

i-vi-n nftfr the c'^-'oiKiiv.y tl-covits ropr uson t s tlu- t ruL- 1 ,:r 1 1 luiempl oyment 
P t ol> U-r:-.. 
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Anv i-CL-:i;>nu [i-Miivinj; {..-tKn- ymi fihotild be willing to .ickriowK'JBL- 
thf uii. frLiint V su f round i anv usiir.JtL' of Uil- l-xumii of struciural 
unfnpl.>yni».-;i' . 1 1 is ccrt.iirlv possibK- that thL' L-conomy can be stinuiatcd 
t.,,i>u^;li t .. ji'-.i';. , till' .K.r:-... ! i^vr.f:;; r.Uf bL'low six pc- r c i.Mit. witliout ciusinp, 
cvo «.■'.> ivt' ir: l.iL ^Ti.irv :ircs.-.urt-s . Siuh pn'ssuirs nigj^^ sihri to bL-cono 
u:Kiv<.-f:.>t .il i f fvi-n b..-l\'r'' ill.- i::iv'::;'' 1 oynt'iu r^iti- ilC-rnhfd to 7.0 per cent, 
p.iri icuiar i V ii" tbt- jcc::o7.\\ va-; \;rowin}; suf f i c i cnc. 1 y rapidly. None t hi.' loss , 
it i-; ilii- bOst j iiv} I'-r J- >: p i' i s jn tbi.' ari-'a tb.ac. the K-voJ o<" structural 

vlrir'T^ip tovrnt-n : in till- .-Xri-rii. m «-i.otu^:ny tod. IV is bi.- lwi.-l-'" six ar.d scv»-n percent. 

In 1 a r y',-. part, s t run ui j 1 uncnploynierit. is .'. ncotr, i t , .■ t a dynamic 
v^.-.-'noriv witb. ron.it.inilv L:^.lngir:t; patterns of dcr.and. Labcr markets are 
alw.r. : in tlux with ptniple .-n-.L-rinp and leaving tlie labor force, losing or 
ruin i Hi-, old iobs, ind st-eking and finding riev erapIoymC'nt opportunities. 
A:i CLo::.'r;-. w)il;i'ul .iiiv "y t rui" t ura 1 uni>r]ploynii.'-.t u Tuld be so stagnant and 
ri'.*. id as fo prOt^IiK'.- j. i m i f i e.i:i t •■cctiomi c grovth HowL-vcr» it arr^-ars 
ibnt current l'.!Vi.-l< of s:ru:tural unL-rjplL>;.Trient are nueh gri.'ater : ;n is 
nc-ctv.sarv tn permit the tvonony to tcj'.e advantap.i.- of new opportunities 
Struv-iural i.....-Jr.pl .-".-nent could bi.- rL-du'.-L^d by prudi.-;-:t public policies which 
wouU: at ll.v .^ii-DL- L irf.«-- • p^on-i.-^tf L-cono:7!ic growth, and liclp the least fortunate 
ne'-.bcr : v'f our socit-t;.-. 

Tl.K- rcri of this tcs:-.nc-nv is diri.-L-tL'd at cht- s t ru.- 1 n r..l uner.pl oynen: 
problon-.: I ^■■■iai however to ..■r-.p!:. i that t)iv impacr oi any c oiici.' l vab le 
tui of -^tr::. lural p.^lici.-. >s dwarf^.'d by th. in;part of ::;ac rr o.ioiTii c polieios: 
rx->a->-. ion i.i iht- ovonor^v is the- n^ost poLent known iio-ution to structural 
"problrr;^.. In a r.-r.-t Mudy V.lr. Cl.\ V. and I L-siinati-d 'hat each one percent 
dfcli^t i:i ur:onplov-.':\t for adult men i-^ n i ri t o J ith nore tli.in a four 
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P.-r:.-:it lii. ro;;-;^' in tliO Onj.lMvm. tit of t •■.-n. r s .md niL>r.' thiin a two percent 
Incfi-as^ ill ihv .'mpl.^ymcnt of Black adult malos. niL' data tend to suggest 
that tho ru.r.' du,dv.in:aj\L'd a group is in tho labor markft, the groacer is 
t },,• .-.•.ii-.i. 1! ii I'c.i!-. Jurmy. t-i-^M.^ci l- d^twii: ■,ir:i;, . 

Wl'v vivcit tlu-^i' fart'- is it s.-iir. ibK- to d.'VoC- nurh attention to 
structural pol i-i.'s' 'Hk: na i n roaso;. I that thr inflation problem 
inh.'icntly li::;!:^ our ability to folv on expansionary poli. ius- As rcceni 
o;-..Ti.-.i' has :auv:Ht us; rUc K-^-acy oi" an uvurhoatud uconuny i^; inflition 

r.ui'^c'iuon': ril-fos:. uMi . M, jc r oolo nor. i l po 1 i v j'.ivon our currcni st.uo 
o: kn:w:,J..-:t rv..-: r.T.ain a ti^htroi^u operation, a:-; wu try t«-> minimi^u 
*-utpnt and i .vr^. l . wiiiK- avoiding ac K- r t i inHaUoh; SlfCi^^Cural 

j, ^ .J., .1 p.^^iLivL- i-.>nLr ibut ion by pt-rnittihi^ fr-ductions in nhe 

r;-: 'vru-nl ra:.' v^i::;ov;t .ir ^ u::iu 1 a t i inflationary pressures. 
, ; m,;- tiir.ii fiu- mp 1 oynL'ii i Prc-'bUci 

Bt-ioro di-. 'i^ politics dir.-f.cd at rodu.Iny structural uner.pl oynuiu . 

IS n.-..s^ary do^^fibr more iu.ly ^be i^ature of the structural 
u:>t:mL vn^,-nt proMor;. In r;/.nv eU^l.'s it has become fashioiuble l6 think that 
w.. st.i-.: a: tbr-sbold .^f a nt^w .^ra ot rapid structural ehan^.- and cnploy- 

: Ji-,:... at 1-:;. U t r e : uen t L v .jlairu'd tliat tht^ force of international 

'■o~-'f t i t i.--. vii: r.'r;nir» a naj^.r roN i rur t ur in^ of our economy. Sinilarly 
I' - 1. . :i r t,;f riip-.' WVn teeiinolof^y industries win 

- -. . -aitu-. part ic alar Iv visible ^roup 

\j i-- • . r: ii i' l-fU conp'-isud o' dislocated vorktTt; 

. t. ....r:-. ,:i:-it 1 V lost ji-b:. dur' t:. plant flosinps. 
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Iv, \\\ ,i tiyiK-itiilc L'( r,nnny jobs will lbs*, iis plants close, 
:4 M snnt..' workers will be nOcC^iS.Try as rii3w industrlt-s ecicrf'.G. 

t; .:t thv ^.urrtT.L obses-.ion with thuso typus of events reflects 

ot i.-yi;U".t: ,i:'.iJ t. r ui. c, ur 1 do vclDpr.cnr s . 
ii . r.'.i-..in r.->r Lh<- a ppa rt;n . 1 v critical lijbor market ptt^blems 
r f J Ju r i i;v; 1 hi- lah t few yi.'a r.-: Ls the sha rp decl ine in ou tput , 
i:i inicrfst: nud c-^cchangf rait"-: cau^.-tl by macroecononic deve lopncn t s . 

:.u;h 1 V i3ol unt-nt ed in a rec t-n: s t-jdy by Robert Lawrence 
'w Vorr. {■■.•lU: r-ii KOsOrv.'- Hihk t-iiiiiled Trade De Indus t r ial 1 : inp 

iwi V':-,' e ft'.. sovf ral striking ijorn' luq lohq . First, US 

i.a-^ fared no wor^e recently than would be expected on rhe 
u : :\>fT..K^i-v of over. ill :;nT. it led the world in rate of 
•V : 1; d'j r i nr. the 1 9 ?0 ' y . Second , measured by the dispension 
; .111.1 1 j^rowt:. rates, thtTi.- has not been a substantial 

i; . : ruv t ur rhani'.t- duriiig tin- last decade, Tnird, until the 
■rir.d whOn Uu' t>j-:rhangO raLO <-'as way above its long-run 
■vvl, tradf inrriJased enp lo>xieti t , as hew exports crOated 
1 wt re los: I o i mpor t penetra t i on . Lai^rence ' s f ind ings are 

1' V i\'.c CfiO ' cenc lus ion t hat in jch less tlia:i .5 per cen cage 

o .m-nt uMumployTnt^rit rate can b*- atLrtbutud to displaced workerj:' . 

w.^rr.ors in r^'^pidly doc 1 in i industrios wlio havt.* been out 
ri- tiiini siy. r^cnthsi 

, *\iL-t is that s t r:;L- Lura I pri-blfiii.'. are a oDhr;equoncL' noL a causu 
p..)or ononic per furr> nice. Tlie comt)i nation of unprecedcntedly 

at.d hu'se f i .cal pc^l it y has rtsuj ted in our exchange rate 
\\\\ ] iKc 2 J per«.t:u abo'x f its 1 oni; run equ i I tbr ium levc'l - 
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»•! t»'i" t w,)tjl(l Vi L"' jii.'! ' xprtrt siihsiUy and import 

ill t '1 1 r f t' r L- i j*h "t^tnipL- 1 i t ti r s . Tiii- mix o f mJir roofi'iionil r 
• 1 ' •.•:<: r ' if..i r ; i v hi ^'h r,.<:) I i nc cr t races . Thciic 
f. ft: 1 tivt ..t !T'.-;i!: .»m.1 .I'-mjIml- ^v'^'^i^ fuircli,-!;;cs . Therv ir, 
' • t i..t t if . r n;.u I '.'i-k' 'iKtit! i I 1 i c .■ ni i x i iT.p;\>vtid 
s •• r'li- 1 II r ,1 : ; I . Ii 1 1't:;'. wiLl rcn.iin. 

'j.v:Mli\ .iiidrrss '.Uk.- s : r ui' t VI r/1 1 uiur.pioynniit proMon, we 

/' : . r. . , !;[ 'U-^^ \r- i;:..-:it«;. H.!Lln'r I w.i'r.i to urnjiHii 1 ri •? twii 
• i ' ill' s» • .;c 1 11 r .il 1 V uiu-r;;- l (t.'l'J . 



. icn ^■■f lIu- 'U riK- : ur 1 1 1 V un^ rif> loved are voiiriii 



■' th. vi.ir I ' . wliiti :;>.■ I'.-o'.vir'V v:is oprratmp ::car a 
vi.il. . i:, 1 ",.1 I i-ai 1 . i;i ; tu' i.'har .tc ti-r i .st i C ^; of rue t lif al 
- ■• .' ;->-■ r ; : tin- u:ifnip i i yed u\-rL- und v r the 
:> .1 'lu.ii't. r nf : iu' u: . t.'V:p I o ved '-'t-re young people. 

"T '..iti' t!;- s i 1 f 1 1 (>; youth lah.ir narkec problc-mii 

i:^ 1 , ■ I'l t i^f t hf n;."ir V vi-.ni j*, pe'.'p K- wiu' ^',r i-w d i s I'ou raged 
t ^<■ 1 ■ J" ■ ' r.-. . ; :rr ■ . t t um t Ii i rd;. of y(>u:i^; pi-epl c wiio 
:: ; r',. ■;i.i'f':' I > y-.''-:',i e y ;u' r i f ru* o bv v i t hd i aw i r-,; from 
:\\.]:: t.iri:-^ .i A vi'T\ lar^f rra;tion ci 

'.■ I- T-'r- ; : .' , 1 i fer w.-'rk or in ■ii:hoij] . THi' jiroh ler..-; 
: V 'r .It ii i>l ae s.'Vt r»' a.'. I iu' problem;; of Lhoiu- 

i.-..d. n.e l.il' n..i:-c'[ Prs^bliT;-. i-f IJKi.-k youLh an- 
Tti. i-ji.ii'r ;T;,(lf tcyVi.iy'x un fT'p 1 iivr.en t rat<' ri.ak..lu'd 
(>■:!■ .'■;'it. e tU' - ; i r d of BI.H-I' n;ai*' teena/'.frs, wlio Ii.iM 
^ ; .'v. d it t lu i-nd .>r r->j^J". tI.l remainder had eichc-r 
o: -iL ^pp-'d !.'(>;■ t;",]- wi.riv :uid 1,'ft [h,.' labor Forci-: 
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M.i .•. •■.Ml.,,- vr ,1, , |. ,i ti:;.! ,.■ (jui 1- I V ! H. VrV.t ; ll.l 

\ • : : r f <■ 1 , 1 1 t v, 1 v . ^ t ; 1 r t'»" ll.f t'C.il v..;jlti ii ,1, •- J ! v - 

*i"t I ■ ■ -r; I',' t i. ; r -ii.i.'r i'. n; i^tr-i Iv'viM'ii: 
'•l'"'' ^ >'''"'^ i'' ■ • ■ i'vi'n ill >V'"-! I inns, 

' . t . ' I I !;i i t i n w i I ^ ,]■■ '■ ■ ^ I i - : . ^- j' ■ ■ r i • J • . : t i ^ 

Ih.r. 1 j;iT.vi;l .1 : i '.<■:-:; -v- r .i r v lii'::. j vb. iLfi lis.-.' c.in 

v.\, i\ : L.' T. : Lll'l. (Ml .)-. .. .: 1 .'H pcrr-.'liN iMH U\M K. jl .i:iv i :■ l i: 

I ir.< v \.:-^7\ :'or .1 : : nn.ir«.' '. i; ti rr^.v-^nt-h^ he'' Tv f ir.t'i* . 

;;fv • , . 1.1 k't'-'i;; 1 : v;!ici : ...1 r;ui.i.iy , i i inn; t ■ f 

rt- 1 .1 1 ; Vf i .' '. : ! t 1 f u: ■ n 1 . '■.■rr:i r. I J:-.C :i^'L r(.-.,wlrf p'^MiL pi.'l.ic' 1 s ^ i ^. l ,1 t. , 

Mmv. : rV'M. .tr.'r.f', n-.'n , Hi li; 'i uiu- qii.irwr .ill uiut;; I ^i'.th- .t 

s^jitlis t-riJi ;r; I.tIk'T fi>r>.« u' i r : ! : : .i v.i I ! rfu'ir i^. v. ■.! ^ dt 

f.- > ilfTi. f that u;ii 1 .'vr..' t '.t-iuis Ln b.' pf r i ^. 1 1,' :u , w: .11 fr.iv'lLon 

of tilt* pi'pu 1 .•' r. ion ^.M : ! v r i r.^ r(.'p*--.ii«.J , p ri' r r.u' ifd pvHi^ o\ 7j fh 1 i-ss:k l>s . 

T\'.- t.!fsii;:i t) f pt>] ici'.^r> to i ur.bat structur.il un f.;i;> 1 oyncn t is vcrv 
<1 i f f i V u ! L ci*; ! : ■ i p r c p r i .1 1 « be nodfs: in ?-ttiTiy:, j^kijlr., Thu li-ssrn 

or M.t.- I.r.l lJi .i ;i(.'s is Lh.it il is r.uLh ivisicT to r.por'l mn'icy tl'.in to 

tielivi'T rfsnit:. ; ii.iv^' inv«'stt'tl viist aTTKniiu^. ff ri'^i^Ov lii Pi-J^tjI training; 

iiria jOb '•■:t-lii*iK pr.>^';r.ir-. . i'.^ r.^ 1 ,-it 1 Vu- 1 y 1 i 1 1 i c cffi'd. Ulult* liu-rt.- ^irc 
uval u.i ■ : tul : t's i h.it ^;lUt^^L■ l ilun so:;k_' t r;i i n i r.p, pr r ans h.ivu wp rkcd , 

thtT.' .lie .1' leas J u; i-'f^Lial nur.iier ot dot urr.i-tU I'd failurus. Morcovfr, evun 
l\. rrof'.ra"- that "sue cued " may 0:1 Iv d^-^ by r ^^l i 1 ci- a t 1 np, jobs tcvirds 
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* ■ V'b n.c ,ii p r tM;n^. sm; h Ltiust- tarrlfd cut by ilii- 

Wirfn.,it nil r i nr t :.i supply of iol)S, no amount f 
vt.-r-, ,1!, n;-: ur--:; !■■.;•,. 'nt . Tfur.'fL.Ti' 1 1, f' jppr apr i j t l- 
' ' t -'i i.ilrr:,! .•ripl.-vn;.;.: : :; : ■ i .i t i v.'^, -.inM.h! ii stimuUitt- 

pt :v,i: ;.c-.-t.'r i>>t. . r.- i: i 

"ilii', pvi:it : '.'i ■■• L'nj>li,is i s . A fiw vrarl, ."i^^c wi r'irihr.-irt'd tfit- notion 

i :n rr.ui) I in pli v i l." 1 ijpit.ii lor.ld brin^; .ibuut ni racu ! (.>u^, ihcreasi-'; 
i:i • . . ii k',ri>wtli. T!i;.im- j.upplv sidf p i oi:, i s, t- ^ h.i'.'. not bft>n realized. 

It It a ir, i s t t ^1 t'mbr.'Ci- tuiin.ui capiL.il i ii vu LtTn.'n t as an easv 

..'Iu:i.>'n L.' our vccnowd^: wou... It is difficult tu find cvidunct' that lack 
: t! I .T r< I r.i i n i nj; iias (.-..u-.ud our 'iiructural problt-ms. I have 

• ilitfi ''-vl th-' rt'!.ii.ivf i f ftv: t i vcMfSS of most publir traininj^ prograny. 
I:,.' li:. virif:, ^ r^i tOs 6{ tnort- Hc.TviIy t;f3ucac«'d workers Havp risen liharply 
tt'iativr l.i t:iur;i o l' If^.y 1 1 uduiaLt-d worktTS. Tc is much morO difficult 

t >i r.'.t>.uT'.' Lbf L*ff'k-a>:y of on-Lhf-job training. But, it may bo best 

piv ".--L'-l itidirci tly bv iiicrc<>sin^ emp 1 oyin*.'n t . Curtninlv without increasinp 

t-r.; ; .-r.L-r.i , no craininp progra:n can havL much ultimate effect on jol)le:iSness . 

• ■ ■ ! "• ' 1 ■ ' 'Z , ^- ' ' ^ . t-'t u-np 1 oymun t 

■ Jtdtral p,ovt' rnmor. L has already taken imPTr tan: steps towards reducing 
■ lo-^Ti-r;: rhr-fiugK thr Targeted ^^bs Tj- diL Prorjrom". THIh 

'vid.'S for a two year Lax credit; of i-^t , 300 for ump lovers 

; : 1 s J 'v.-it;t agr'J vcmi! !t and rtTtain otht.- dv\ d workers. This 

p^i.it .uTrricr t.-^oro:", 1 1, a 1 1 y d : ^,.ldvant ap^ed young peoule looking f o ■ ' rk during 
mi;:.;.' f vaiaiion w'l-ri 'u:!> s i d i ;:ed at an 8:> perciTit rate. This rt--'jcc-d the 
employ L'ls' cost o'.' lah'-^r below fifty cents an hour for many young peopJp. 
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t: I -r .... .u ! *-.^r . Ti^ jvirt : 

• 1 1 i t ; • ' , i ,; . i ( i ■ ^ li^ i n • • in t ,i .•; 

.. ... , !-■.. a^'.iila'N inronr.it. 1.':; 

\ , • . -rl' .1 . (\'V'-r< ' r'rHT nu:;t 

'. ■ \ r :;h'V !-..i'r'<.- I : !. i f u'at 1 . 'ti nf w.^ir.iTs j 

.,■ ; Vm'- -^I'-.s:!;-!.- ^'i r i-z.^- .--.n.^uK! ' t-M*! more 
I \ furu .r sioj sii-'-^il- i"' coiis idcrc-d is 

r.ii '. ;i ^-ivrn t.-' cnti ins; tht; pr^Rran 

L v!k^ I.-iVf i'r..-:. ouL of vorl-; for roro th'dn ?ix 
,.,r., ,1.;-.^:;;. i v. oiior..: i.r^as: Tiiis w.iulJ increase 
; .>nd voul.l r,il^i':iS> : i^.'- stit^nti-inj; ef of 

latit-;. bri^aJt'ML'd iJTC night, 1 so induct' 
''.■u''U with Hi': (ju.il i v.' j^'h^' f^uit hnd r.orv 

,. it,. v.,.:;L.fi:^ v;oi::d havi- to be- vcii^lu'd carrfuUy 
o>>ts irp.^s.'.; -m; ..-..InvcTs could he r^duc 



i.> , r : i f ■-■ ■ r r" iT • t In 



-ivcp, suh.i*?ct. to jitTiddic 
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'li 1 . .1 1 J i>-..- s. 'tru.- lU'ii- 



■ ; t. li .1' ■ NT till. / r. u;' t ti ri ' ■;. ,'! p r p r i .it o 

;)l^yr:L-;-t f :^ s ■ i :\: O , w); 1 .ir- d.-VPteiJ to 
dv.irf i iri i I ur*. - mII 't:.'j.'.)\ 
■■'Hi' L r.p 1. .i:;.' ruduci'lt; i :■ yrr^tju t . In 

-..ir ij:iL';::p . v.HT.r. less co. L 1 >■ , n.iv nctu.illv 

!■ ■■ ' ' ■ ; '-i'U [■ -.1 in : iu- r.: i l! .■ L l' f j pL i i Oil , : 

■-■•1'. - uiJ he i.:i.ai'L-L'pL;ibiL' to 

■ ' ' ' 'A'-'. ■ ■ it i p'.'s s i !i 1 L tv'' pr .'r-^'Vtf" 

iT : ' w u 1 J pi ; rii r v>i r kt-r^ ■-•H-'i H^it! b'-^-.i out of 
'! . p. - r! ; i; ii-v.-t or -;j:it , to use l : r 

1 ,in f ; ;■ t [ s;. :-. i J i tl- a ;iol> f -^r L hcniiw- 1 vris . 

Ir'V.. I:v.l-':iJ if f i : rt 1 :);', up their (-in-.:!- ^il thi' I'l 
r t; / Ml- i-.t : , u-ii 1 v:h > < I >: [^o tiir n».-i: i:\ i:.- -li .:».■[, t v. ! 
i ch..:; i;^..- t:,.- VL>iK-h.'r:; t- c 1 . .i <:rL-.iit .ir;un^,L 
f ■ Mill " r r. fiL- wo r r r ' ^ !■ c f i . r kcri> i on 1 d 

!■ IhT'- * )f- f.irii i (Ti ! Li; i T-if. L-fil-k of liiu-rrip I L^yrii'n I hfiiofit; 
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iirn.;:. wo:i;;-i--,. .n.<j ti.x, w-u.ld ..11 luMuliL f t .un of Chis 

t :v . Kirn.; w, ' .3 cH:;^ thcv ;id ;i l-w.-t "^..r^^ i lu. 1 .(^st hIrinK ^^bor 

w.«f-A U..- p:>:---:^il miu. : he .^pt ipn ■ : .hilr.:.,; it-jvii^r S.-nefiLS 

w.ulv: r<T,.iin. S...IV w.-jld I i nd r r:;;- 1 . ' ■. r r im>r.; wMlin;; to h,...f tiu' inu.vit.ihK' 

.,j,Ht n;- i> ;.it'-d wil!i L^ lu-w w..r^<r wh-'i; :» subs i 'v w;i'. .i v.i i l.i b 1 o . 

r.,>.p.v,.rs wn^Id buTuTLl ;is w.- 1 1 : K,-.;.!...-. would i Im: : l ti c subsidi;' 

u.,L-i-:;ih v::.. .u , : ;,ubs id I ^ i i^t: on;;.l ovr •:, t . lS,v.^^ c-nKirR..ip t u- ta: b.isc. 

A •.;jb';iiv -.pti>.M w.^uld W- ,1 p;.rticu^.ir .■. ■■■wrablf K^at .^o lo add lo 

Kr.!.T;iI S.ipi-: c-n.'utal Coinpi'MSJ L pro^:r.i:n. i;*'.;ui;;i' tills p r i ■ id a I ^ ^f- 

:^r,-.v :o thi^ V..TV IfMii- torni uncrip 1 oycd , th-.n- would be rciativi-Iv II- 'Ic 

nv:;..--. w.i-tfd ."^n iM-rson. would h.ivt' -ott^■^ jolv. anv-vny. ra = -c 

1^. a 1 r.i : ■• p r , - i^r-'^ . t^'"-' ^'mp l'''vrr!uiU subsidy option could be 

j.^.,. , I..' ,r ...1 t-:-.piTi:-.-nt . In addition, ft-dernlis- ibSue^'. would not arise 

b.-au-,.: tr.c F.'d..r:n .•};;,r.-ler of tiir FSu pro^rar. I nc.:.::^ 1 nv.. J worker^ cou' 

..rt;lV in.:.'Mvc.; Ci^e pr.-rar w, u M KiVelv. :.inir:al ad:, i i s t ra t i vo 

It HOC p.,:r,iblc r.l.rlv ..li::... how ruch .:T;p I ■ wr..n t woul-. 

; . ri"i- fd by a --■a^^uru- ..ulI^ ^ t:u .^Wf dv-;rr'i-.'d horf : L-our,.i 10 :b.' 

i" " , , A-" - -. 1^ ji .r-- idv .option, ccis:;-. uorLd 

. •.;,:-.t d.> ^-'f .aKt. a..\ i. . - >- 



A - t ; 



.trvctural uM.;r:^r ■ ' ^^■ = '' probi':-r:s w: 1 i aj^am 
• ^.iiuK^t bi' :r t^' u-iibcr i:n.rnat :<i.!al 

V. tniv li"' trarablu- to a squall 
t.,:- Iv :mv.. difncu::v findin}: wcrb. 
traii^inj; tb.'-' lu Ipn..' ^^'^'^r n :or 

. t.::-':-^ -^w^ ^ ^ . . dir..-. at rr.'-itin^ 
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Represe/itat ivo LiJNURj;:N. Thank yon very iiiueh. 

Our next wiini'ss aiui nuMubtu* oi' ihe panel is Joir..' .^ii.shop, aireotor 
of 'he i't'SoarcU clivibioii b for Kc^eareli in Vbca- 

ti il Education at ijiiio State Univer;^ity. 

STATEMENT OF JOHN H. 'BISHOP, BISECTOR, RESEARCH BIVI- 
SION, THE NATIONAL CENTER FOR RESEARCH IN VOCATIONAL 
LDUCATION, OHIO STATE UNIVERSITY, COLUMBUS, OHIO 

^Ir. Bisiiui'; Thank you. I appreciate this opportunity to contribute 
to your connuit tee's cieliberalions on the training needs of the struc- 
turally unemployLd; 1 agree entii" witli Larry's deiinition of- tiie 
ij^i^'i^-lives of reducing the unehlploynleh^ rate to the point at wliieh 
iiill;iti()n_.star_i:s to mccle-riite iuul 1 iigree .vith hi.S- usse:s3ii»cjit of whcie 
the problem iy Ideated. It is located preddmihaiitly among yoi^ peo- 
ple and among yoiuig people f r'::;i disadvantaged buekgrounds. 

1 wan t to ppin t to s ix reason s fd r the i ncreasin^^ ley o I d f s tr ue tu ral 
tniemph)yment tluit has^ occurred in tlie last couple of decades. Thes? 
dr> npt^ Innvc^vt'i", cx^^^^ sonie of the ot^^ of reasons sucH as 

unemployment insurance or minimnm wage; _ 

Thero. has been a hu^e ihcrease in tlie .supply of ih|^X£ enencecLand 
unskilled workers in this economy and that has slufti?d dow;iward 
the \\;a<5e rates of those workers arid also made it riiore dilBcult Xv^r tliem 
to find jobs. 

S^cQOd i_ t he r e lias bee ri a dec 1 uxc :h 1 1 i^o em jp Iby abi 1 i ty of y pu ng peo - 
pie entering the jal)or market for t lie first tiMo. The SAT scores are 
just dri e ex a rii p 1 e d I ari i ia d i c a t b r o f t ii ose p i"dbl e m s. A n i ric r ease iri 
drug dependence and other types of probienis exist as well. 

Third, lirriis ViWd o.ihplbyees are uiiderlrivestiiig iri on-the-job train- 
ing. Most on-the-job training, especially of yoimg people, is gen^^val in 
character, arid Jet wheii we look at the way it is paid for and its benefits 
that occur in the companies that we have been interviewing, it indi- 
cates that eriip^ dyers are paying for a big share of the general train- 
ing that youii-^ workers or new workers, new employees receive. 

Ai'i. employer, of course, will liot" be iritc'*- "'^d in training people for 
.some other nrm'::, emplryment, and !' ^e into account the f&ct 

that tl»cy are gbirig lose riiari; r- iu pla they train and, u;? a 
result, they imierinvest i. t Mucli of the benefits of the train; 

irig brie fu'rii praviaos gb.'K ^ 'i.-i- en..;lb5'ers or to the worker of to 
^lio society generally thro ugi- ingiier taxes that the worker pays. This 

.V. fimdairieiital p? bblem thut we hav-e in the economy: We attem.pt to 
landle the exteniaiities created by education and tr' ' ling in schools 
tlMough subsidizing £.chools jukI w*D-cur"entjy sub .^ze education and 
training through programs like JTPA very H avily. There, is cur- 
reiitly no subsidy ov public enconragement of training by employers. 
And the discrepancy betv, eeri social arid private rates ( i i'etiirri, private 
brinr the employer's rate of rctum to investment in on-the-job train- 
ing of his workers, is everi^reater iri tight lal>^ in l^dse 
labor markets becausa quit rates of theoC trained workers go up and 
so the ])iv>pdrtidn of thi^triined \yorkejs th^ 

bcc benefits from in terms of higher productivity some time in the 
futvre <^de? dc^ri. 
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(/oiniX'iition thai luniM-auscM.i shirts, in t jio.i.vposxjf skillstUat arc iuu'(1(m1 
J^"'^ is ^ nvv(] for additional 

trniiunij:. nn\vpy<M% nmch of tliat training. sliould ho of poplo \vlio 
''"J'^'^'^^^^^" J^'*^ '' J'^l^- J^^^'^JU^l^^^f^^ ^}^'^^!^ t/^ in .^inall packages tluit 
iTspoiul to tlu' ini roduction of a nvw piop(v of cMpiipment or sonictiiin*? 
^^j"^^' I n^^^^i^-*'^'^'^'^^i}^ I'^'fpiiro and ofton should 
hot 'nvolyc ilic indivi(hial Iravinfr the coiTipany and goinjnr to a voca- 
tional trainiit*r institnti()n or school to <^ot training'. 

The vocal ioii'd ti liiunfi^ institntions arc at^ ^nq>l in^ to respond tothe 
skill ncc^ds (K tlu\(X'onoiny luit rlicy jiist arc not ahlc. hotli hccansc tlicy 
lire in the wron^r place at the wron^r time, ijiov cannot i(si)ond fast 
I'nnnirh, for w Vin iety of reasons — twc not al?h> to hicct ihe entire \a- 
t i()irs lu'cds for I rain iiifX of w orkers as tinu Tvibses, 

rhis t ratidnfr pi-ohic- PJii:^l5: i*tA?<Ai'^iJ>lt' J"^ ^}}^ ^ll^tjjifit it js 
now thon<rht that if inuiiij loyinent ^vis to * le 0- or T-nercent level 
inflat ion will accelenite again. 

()ne of tlie ways that (leniand pressure ffcfs iransniittecJ in flie lahor 
I Mar ket is M'rou<:l' ' Mo?*t ap:es in specific sk!ils resulting in wa^es being 
Itid np in i j p irticu^u* occupations. Often ihcsewage increases are 
I raiisinittc't ()ther j()i>s witliin tlie saiiie Tirm that ma}' riot be iri 
shoriagc. arid Mic result is a cede rating wage increases and inflation. 

Theie lire two types of rC'^poase.s that are reijiiired to these problems. 
One* is an iriipiox'crncnt in the (pialil v oi scho<W-pi*ovicled education and 
irairn-Ug. There is a iiationiil dc])atc iuvhrwity oii this issue right 
now. What we .ire focusing on today, however, is issues related to tax 
credits and ;-ul)sidy schentes intlucing eitlploycis to change tlieir 
ijciim'ior. 

AiUKluu* gi'ea4 need is for aii increase in tlii? quantity of on-the-jfi*) 
training pi*o\'itU'd by employers. Our esii:«ates are that currently 
iuiipl(\vcrs arc investiiig at least r> percent i^f tlieii* wage })ill in in- 
Foi'inal trainin*;, and that the informal part of traiuing is by -For the 
inajnrity of alJ on-the-job iraitiijig crssts; Oii-the-job ti*aining is as 
huge .11' ar(>a of fi*ainin^ ' sall of 'tlie schools put together. 

yiy argtnneri-t ^ he suntiunri>:ed in K": nrain points: 

I )iu.\ on-tlie-jol) ti*aining yields higji social rates of ret urn ./^'f. any of 
tli.»sc i)cni'nts -'.iccrjic lo people oiher than the -individtuds_in\*()l ved in 
tlie training ;lc(*isiori, to other employers in the Hoyicty. Priya^c^em- 
plnvcrs nnd titcir workers nic Mudciitu'esting in oti-flie-joh f rjuning. 
Tlic no\'ernnu»nt sliouhl al.'*'T^^;;t io encbur.age it. nf^\veyer, tluit is h 
('asy:/l'he i'c;isf)n is because or -t he-job trainiug^ and p^rofluction occur 
s i n n 1 1 1 a h e o 1 1 s ] y a r u 1 i t i s n o t c .a sy t o ( I c,^ igri a m e c 1 1 a n i s i n d i ,^t i 1 1 gu i s h i n g 
oiic- froiij the oMicr and (lU'ou raging on -i lie- job framing but not sub- 
sidizing production. Suhsiflizir^fi rhc .Marginal cost of production is riot 
necessarily a l)nd idea : it is 'lot tlic ;najor objective: 

Finally, there ai*e a lot of j)racticaj jMTibljMns in desigriiri 
to encourage -tli(> enipioymcin mjmI traiuing of tlie disadvai'taged and 
the st ruct I .ally inu'mplf^Vf'f^- '!'l^>\T^'^^^^.^^v^b;st, getting etuplo^ 
interest c(' m tlic ])iogram arul getting tiie.Ti to participate, and second 
to design the progi*am in a wa\* 'hat does riot pay therii for .activities 
they would have engaged in anyway. 

I will i-eview quickly oui- cxperierice With the TJTO and otlier 
simihir programs: The T,tTC is a part in.! success. It has rather a very 
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low piif: i. i pill inti i-jtr. jii-<il ijilil v Yi-.-r 1 luin j;:'? : > , ' 'ljj-i;>lr pr'*')!. 
^\ lit > ;UT r[ii jil(>\ I', I . ;i n> ■ 1 :u : . 1 1 ' • 1 : 1 - M . ' I r. i 1 1 . 

Hi ifrinlillv, i^'ioi'iiiii'i' v:is u \vii}()'i pari oi 'in- , ^}>\V-n\ , : :li 
l)i <)^f:nii. 'Two vt'.iirs ;iflr!- ihv ix'rriiiniiifj oi the ])m»;v - J ' : ' '-r 

^" I" ricni In- ii'd of it ;m<| TiO piTi'i'i t !ia\-t s])oi;i": :.: ^<»^ ; in 

:r ( in\ A'rnijii'n( .-y (jr liiisihrss oi';^T»;i i/jii ii.ii ;)>;;iiit iL an-! \ ci ctM"- 

t ilirjif i(iMs a It' <\i\\ niiiii'ii^r at only ;;iM).()<)(i people ;i .rar. 

1 tliirik tlii' iiiajnr pi()i)lrni< llir prfi^^iMin \ \\-a\ t)iT\(':(t ii froiii 

1 rrnnihixr ;| i( 'a I ly 1 >i h ;rrss a n 1 1 iH'a 1 1\' 1 1 Ki k i n^. ji 1 u^T H 1 i .on? :^trn<'- 
r i;ial n ucnip-hi-V uu-ui p.i()l)!t'iii is t liiit \ i^iliilil a- lailcs a if ^-vvy coih- 
pll'-ai"'*! :mil •lillirnll For rinploytTs to iniplrniciit on tl.vJroui. 'V\n^y 
( \j.ji'ally ilo not knnw hrr a applicant is ii wrlfarc rrcijiimit 

or t'roni :i low in.-oinr rainil\- ami ])r()ljal)iy ^rc I'din'taiit to ;isk,. Aiost 
j.ol) .-^ci'krr-. arc: wi-.-ly. not vfihiiittMni n;j: tlic in fiirhiriti.in. M in plovers 
ti^>Jn ^ !o\rriun('nt if ilii-y j ).Mt i'*' j)at c in .])rop:rains 
likr tlii-: 'I'li.c priniiwy uiiy iii wliicli the pio;^i'^in v\ih \voii{ i('(|niros 
''.'1 .1"'^ i 1)1' (MMploA'iiMMit si'r\'i(T. ov so."; .ot h(M- lahor niai - 

l>^''' lilt. 11)1. •.ii;iiy nn.l tiir l)nsiiu'>s. .Mo>t cMiipl<)yri's hot trtist flirse 
or«j:: ;i i/at 1( m . 

I''or rxaiiiplc: only *V pon^'nt of fii'ins witli varanrit*^ liiwo listod 
^A'-y^ '"" y. ^^'iU 'J''' <*nip!oA'ni(Mit x'rvicc. ()nly pcrcrn^ of tiP joSs 
t!»nt aiv. . i',>un»i in tin* /'r.ono.iny ai'O- foniiU tlii'oiii:}i flic oM.mU /Mchf 
' !'i.^.'"''J^'"^ 'J <lilli< 'il! ioi ilif laijor nni.rki't inlrrnuMi ncs ((> 
niakt' til'.' .'oniir.:'t ion I)j'ran>.' it v< \ iiia jof inst ittU ioti l iiiit (Icsifrn^'d 
to in-ip that . 

Tlnn t' .'.'i tainiy .aj:<'.Tr^t^Jit -inJ)^' ^V'mikmUs t Iiiit riiii kc \\v\Ao in (lir ad- 
''A'*' j '^.J'^ '- i^ii'ik'' inns r.roni in!a*:vnt i. nutations 

iliat iflat ' f.) tiic stii:n"i attnclu'd to niost (j f 1 lu^ t ai-Lrof ^n'oij])s, 

I Ib'i v iia\t' l'_V'*'_i» ty_\o cxpiM inirnts in wliirli i'liiril)k* |)ro|do for Hie 
'r.l'i'i " ha\r traiifd to n^i.' tluvfart of tlirii'-i'li^iljiJity lis M s(dliii^]; 

A^'^:^ '\:^Pi<:]. '' l'':'! (^•'':^*J/''^1< .'^^'*^'i'l^ ^^ntl i'l l>otli rases tiic \)vo- 
plc who Wi re a^-ipnrc! to this traininir |)roi^i:ji-iii-\\rr*' k'ss liki^ly to f'iiul 
ri"ipi< 'yi:^iM)t t liah people wIk) Were also rl iii:i})lr ])n- were lol: t '-a in(^l to 
merit ion 'i* V\ ( \ 

«J i n.e ipihioli of ihosf of J lie ]■> r() f ess ion a Is who ad\ ise ])e')ple in 
-I'oIk prcLMiiii.s that it is not .:i pood idea fo adviMtise t ho . fje't tlii't Voii 
liiive thf>e rliaracteri-t .NFost people wIk) ha\ (' th<'S(> eliar.M-ier'.-i Ics 
^^•t liir,. joiw not I rpiiifr f hi'ir prospect i\'e eniph.)yei' ahont _ 

un\ hir( In(^** doe:«' not seem to lia.\'e worked too.weii: Some eniplovers: 
iMiue\ r-r. li:iV4^ di-i'o\ired tli.ai jcii) scu'kcn's who Inix'e 1 liese elni riicteris- 
t h s a n' I a i c i'li^i!)ie foi- T.^'IT', 1 urn cnit to lie line em] )joyt'e.s; 'flie ])roh- 
]' rn i> .Mil\- ii njiutei-ei* , / crpt ieiii :Hid Inas, lnwa'j-e in fact so man\- 
of (li.'M^ p.'ople Ma\<' i;A • .jid (Mn ] >!o_\iM's (lo not realize tlnd. tliey aT'e 
from h lu-in.* )iiii' f lit nil i riiey t liiiik i f the ruixei'iiment is stil)si/]izih<i: 
t hem f hey ini.i-f Ix' ti;iTil)le. 

Some mnplov-nv. ]v.j\ e tJ'k' ii Miis ]>i'o^r:ihi jituI are r^'Tiniriij; witH it 
and doini: a irood iol) witl) h. . .'ever, tliese keliefs.ilmit tjii' ahillfy 
of tile pi •»';iiii-t:i hiiil;.' Ii iiia jcif d(M!t in fi e strir i liral iiMenii)lm'inohf. 
T' ''''M:iv, i\' !:(>lp-. ]iowe\-(M\ iiiid it is iio! ji pi o«xram that sliotdd he 

iiidna; e'.l. 
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A.I alti'riiiit iv I' woiilil b\\ v st lioiii-j like tlic investment tnz credit and 
acceit'iateil ileprcciation ran- wlM-h are desiguecl to cJicourage iiriiis 
to iiiyi iiiL e 111 plant and Lnjuiiiinent or tlie New Jobs Tax Credit 
wliicli was lie.sigiied to gel employers to hire more people and expand 
t()Uil oniploynK'iit. In sueK '\ ' lioiiie you define tlic behavior ydii want 
more of and tlicTi vou.subbi uxe that behavior. ... 

In eontriist to the TJTC wliicli nVay have a 3- or 4-percent par- 
ti('lpatlon rat(% thv New Jcb.s Tax Cr^'dit had over ^0 percent e\if?ible 
eiiiplij^ iu-.s participatiiig. l^erloll aiid iVacliter s study of the program 
fonnd li incivasod enipJoyment at the iirnis that participated by ah 
average of about 10 or 11 purceiit and that coiild be liiown Up to come 
out of 700,000 jobs in the economy as a whole if tliera were no dis- 
plae-eiiieiit effects. 

I'liei-e urc six jes ons to be derived from our experr^nce with tar- 
geted an<l noil -t argot siih.sitly selieiiies. 

rf the |)rograni is to have. a liirge impact on stnietiiral miemploy- 
inonl , six tilings iiiiist occur : Em|)loyers liiiist be able to siniplv certify 
ihoir own I'ligibility. The bcliavioral respo/use desirod of eniployers 
i/iiist ])v obvioiis and siiiiple foi' tlieih to impleiiieiit. All or almost all 
om[>loyers Inus^ be eligit)ie; Otherwise, we simply redistribute who 
employs Who? Tiii-geting is essential but it is liloio important to in- 
elnde all workej's in need of jiel]:> tlian to oxrhule .workers that do not 
iif^d f'M' lielji. The tai^get group slioiihl be defiiied by a iionstiginatiz- 
ing ci'itei ia that is visible to the employe."— a charueterist ic of the job 
if it is siiffieiently Well -targeted is better ':haii a cliiiraet eristic of the 
worker. Finally it is desinibie that tlie program be marginal to reduce 
costs. 

In my written testimony, I. discuss six specific j:>roposais. iSine of 
the j^ropnsals T discuss is the Fi*encli iiiaTidate_ to spend on trniiiirig. 
^'oiir committer has receiveci t?stiinony. about the Fi'en*?! .nandav.e 
tf) s])end o/i trail ing at other liearimj^s so I will not give ydii a ch'scrip- 
tioii here. Tt has the good feature _of defining p:n aTrfTicgite trainin'^ 
'^^P^^^f^l'*^\'*lV.''^_'i^Vl''^.-^ doesn't sp^rid sr/riic target per- 

^eiifage ().f its w.'ige bill on training: . 

^Yhaf T w'oiihl pj opose is an^Aiiior^ ''j^^rrriative jo the 

Fienrh mai date to spe*id: Tt wonl.l d'^fine a train'' -xpeiidM nr'^ ag- 
gregate fdi* encli fli ih and siibsidi: v pdr^idr bf^tlie diaerence b(^*»voeh 
the amomit . spent and some tliresliold le^ei - which is related t< the 
^'''^^\9.^_^.he firiii aiid the "uiniher of new eirnhvyecs f. ^e Hvm lias. 

Firms would face a lO-percent or ^C, _,-7nrcen': t ax -d:"; o. subsidy ou 

it would let the firm rjecidr- how to spend its training monv'?. T- 3 
iig^Megate that would I>e siihsjdizecl wdiilcl i^icijiile tlie cos tvs d '..nru*] 
t raining and some of the costs of informal traininir: Informal .z-ainii-g 
hyvi d ( 1 b( * * ' *. I • h j^d ec] f d r r w b re a so n s. F j rst , f o r m a 1 t ra i n i ng i s _effic ie n t 
only whei done .-^f some minimum scale; Tn small iirms informal 
' t"^ jh^^^f^ .^^ *he nidi efTiiuent fqnii of tj-aiiiiiig^ A sc heip^ that siilv 
sidi/^ed on!/ to» :pal training would be biased ijraiiist small firms ana 
est;nr!i>-hni-; nts. 

Si .)n Lsin< e thrre is no evidence that ^crmal training is hetf.er than 
inf{)rn. i' training, hdth shdiild h( eT^^-nura^^ed and firrns sliduM ndt he 
indurod ; i snbstitiito tormaj traiidng for informal training. 
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All altrrnai iv( |ipi 'J '(^.^'P^^'^^s soloctin^; sk^^^^ that 
n.if.in >Ji:»it ii^r lii'ii re ^\ judiii^r iii.n.- t li:tt j fain pcopli* .f()i- those 
.-kill-. Siirli ii .-i'hi'inc is iiiiii'li li^^s rostly tliiUi \ fii'st otir. I ry ;^-'^^'!'; 
It rjM|uii*i*> tiiat. ( i()\ ('!'nM.uMit he wi-c enough to picic t!io skills cor cctly. 

TlhW' \vf)nl(l ru'od to he a siinsct prbvisibn. No !=kill cbtild be subsi- 
(ii/»'<l i'o! more tliaii o ycju's jiiid \]u vv would iun-e to he renewals 
evei v \ vi\v. 

Si'K.'rt inc( skills would, he suhsidi.zed is not ens^- and I am ui i 

>i>i I' t hat t he ( Jovei'uiiient (•f)uhl \)v * i'usted to do it wi.seJ;, . l>tU; tlie sun e 
proljiiMii t'xisi.s \\-lien ( h)\'e!"nnte.nt. seh^ets wh'ch trainiii^ P.i'.<>iJ!"i'io to 
oiler Hi J'rr.V Or vv iiicli classes to ofTer in -a junior coUcgtj^ I( ern- 
n'l'.nt Irs to in\ ()lved in traininj^it is inird to see iiow iiurtl i-lioiees are 
t i) lii' ii \ oi( 1 'd. 

The linai iy|>'' of oro^rrain lUtaeks tlie prbhleut so.. .inerehtly. 
It -ay.-; in>iend ()f at t eiiipt in;i^ tO-ejunijr(» intskiUe;!! ^ • Hy skilled 

j)'M){)lt' --uiy a<s(»ssuieid of the pr-ohleni is fuiuhuiieni ' . /JifL^^pr^r 

only has too 4i^any tinskilU'd -i)0O])k^ or inupproprir: ^ led people 
and n-i insidlicieni iinrrtlK ■ of necnl*^ ydth appropria^ _ 

'V\ir t Nv.i>. proju-isals- i-ust ( j-e:-e;-U)(»d ati'Mn])t to inere-:i>(- tiU'-Uinid>er of 
) »i'oj »!(' With ni'i'ihd skjils. An aner:.aii\" api :'«*ae}i is _t o j>ln ft detnarul 
<ovvard people \\ itjioiit. skdi. A ieliome liivC tiie rew jobs tpx credit has 
thid ofT.'ft. 

:ui Nd1'(" scheiu" invi'i'.-es d( L^injT^ a thresliold, sa> total haurs 
woi;kcd ;m tlu' hint in jjhd clTerihg a siihsidy or tax f^'edir of 50 

reiii- $■ pf! lioni' for e.ery oxt ::a- liour worker! ove; tliat Uireshold 
ij) l-'-'^h A •^ihiihir pay n ion t would be made if lib.irs worked iii 1985 
wa;>.E:i'<':it'-r th:> n in 1084: . 

The vv is i; 10 o v i don c ? , Miou^rji- 1 1 1 at si i cli a subsicly cncbu rages 
<'i.i} N)vrr> to raise wap;e i.des: T?*is is u!Klesirjd)le -bocanso -it may 
j'^j^l'^^A*'' ^^'^iJ'-^^ _hi_ tnrri WQind_iiidiico the I*'e(lyral JReseryo 
lo .-jow tlic urowth of the moiii'V supply and ercMtte anot luer reeession: 

One way t<) re(lin*e .lie inci'i)ti\'*"' to jherease uages would ho to jjive 
tlio sclu'uie the eJrivactor of a 'flP; iax incciit i^'e i>as'v| iiieor^es poliry. 
I f ii firhi raist'd its vv:.^es by mo^i> Uiari a jthr-eshbl^^ ambiiht^ , ay 5 
])('rei nt. tlie siz' of its subsidy wotild be reduced. 

'1 iiose :u'e r. class of srherries tliaf T think have the cppdrtimity to 
ha\'(- major . ifecis upon tiu: lo\'o] of struct ural nnomployfiienf" in the 
er(;fioniy. ^ '.iank'y:>u vei'v rnlicli for the tiiiie. 

\ rh'* pr(-[)ared statt^men'. of Mr. BisI op f</!ows:] 
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i Mil 1' uti h s I A 1 LM i .N 1- i>i .hui N U. '>isiii>i' 

I appreciJtc this opportunity to contribute to your comra 1 1 r ' r. 
!«' 1 U)«"' rat [oiiS on t'i<^ crjinliig nt/tds of the sCruc Ciif al ly unOmpt ^yt- J 
iiij .il Li.'Mi.i t i tui.T. i sms for ru'tJucing structural unumpioynnt-nt . I 
')r. Jolin Blriliop director cf the Ri'Search Plylsion of the Natlor.al 
• I 6 r K<* si/a rcH I a Voc Vi c Ion;i I F.duca L Ton toe a t -jcJ aC Ohio SKaZe 

i ly . The research that f wiii be r porting on lias been funded 
JUS times bv rhe National Inst'tu^e of Educatica, the Depart- 
::a5.jr, the Dep.lrfrannt of Heatin and iluman Services, the Srnalt 
-rj Adiuin i s t ra t ion and the Upjohr. insti_.'"e. And I want to 
Llirse av^eiicies for their S'jppori. The testimony I will gl«^e 
djcr. liot reflect the resnlC?; of a sp-c fic government funded study 
iii;r (ioes it reflect the position of the organization that employs ae . 
Kailier it I:; the accimuiatec' wisdom of over ten years of s^'udying and 
thita^Iiiy; abaut the rote of Eralhlhg in TiMucIhy structural uheitipioy- 
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I . im. i>ia';ni):,i;; 

••; in;i th.- r.",L of t hf i ti,i iiii t r 1 .1 1 j a>-<l Wl>-u 1 fiiuinvt It 
It !o rriDTu- i If : I'l- Luiti ol-; j rc t. i v./s ot low rate;; .jf 
!• . ..r w:i.'.nj.l ..yr:i.-iit . Moti.t.lr;. ii-iral poU-y -I-vt;-; to 

ii:;.- :ip! >:,-.;i. lit tu-luu u.i.u'r i- ;> t .ibi y hW;h l,'v,-lr. wUhoat 
>-'-r..iiii hi.',li -.i : i r < tc i- 11 p.i t 1 1 , n s .iinl .ic ! r 1 1 I n^', .in 
1 r 1 1 .■ Ml 1 li i ! J t j mi . S t r 'i/ i u r 1 1 ijiii-rii;.) oytnciu 1 t hr 
i III Ml '■int.irv )nl> 1 .•, ',(!■■ ss rli.iC r'-n.ilii.'i when th.- 

; i"it<- '-..i , bi-,Mi ,;.)Lt.n a:; lnw t s I.; 1 bl !■ wlihuui. 

; Ml .,' i ■! ! ,i{ I : 



_:■) t .;),i:iv .liiiii.-; ; if..; i in.- rr.'.i fjcj Kiljor tiirr<- 

■ I V . IJ;. iiur.'itM- In ! !).' au;iply iinr,kill<'d 

I l.Hiv-- j.i.'.L r.iLi'-. tur '•:.;,k. i i 1 '--(.l jobii down .tnd 
' ! ; 11 . .t L (1 ■ ■. ,iroii;) I i; I L !: nil jhl <• to t' i lid a job 

Ill-' Ijl'inr ::;..r::-'. r trt rt— t-Trrtr -t j I3 f Trrf — IrfT.-VTTTrpi u^■- 
1 ■ ■ -'J ■ ■ ir I i 1 ; ; AVer;;;;,: ^ii ,.r, on jiAt. c-'si imvi- 

- t : ■ i ■ . ' U li'.' f . ■■ 'Mi:i L r : F dy not i-it» Ly . fuv 'jx jjiT ; - 

. rii.' I i^A I [ h -x.-n w., 'ii-rvrj .IS rb- b.i:,in ft.r. 
. 1 r i r:-:.iui-i' >-<■ |i. i r [ c J '.n L tit- 'i.ition ,ic rrpor' 
.1, r L-! : V i i- 1- i :i f .'I ,-f i-»Min r r 1 .■ : Sw<-fivii , \c » r .1 i i .i .md 

>: .;-■.■.);:.; I y<...U !j .in r - i t t . d ' d noL t'ii^itii;;L; ; i ]\'.\ i t! i- 

' . I '/'■i'-! - l'.)..Au t . ' 1 .1 ' .l.iu.ni tltt-' ..ivi.-r.i);'' in-r t ur- 

A ;,-,'or..i.iiy :->;:i«;iK .1 p P r 1 .1 b 1 y . This 

■ >: 1 ',11 i f i .1.1: iiu r .MM'.'. 1.1 Lliv pr.jjiurtlor o: .1 ; 1 I 
t: r "[..l 1 11.; •;L-n(M-> ! . 

! . ,■ ■. .iri- ^^tij-: Jc; r i r.viv,: l ;-/ I n__i.>!F- '_- '(jb r v.. i . i J l- 

■. i . '.''.'^ " . I"''-; » t ^ ■mij ..:,»■ 11 ^^r-i l r o'-ir-'-if-nt s , uur i" •.';;>:_* r.*h 

1: «i; iJ I ; l.Mr.ii-d i:::,-t"iii in .iL [v-iy.T <\tt:rM' oHu-C 

■I C ■ ' V t ..r ,1 ;:■:<)■; t .1 M o' r iic c-u.i t i>f 

1.' 1:1 i^::;' r. f.itiir.' i>: t t-ii' 00 ir;; ■)'* ^i-'li-.' r I tKilii- 

■ r ; : ■. * r ■ 1 .ly - Lr.i. ru ( t ;i rini^ib i-r^d-.i.- l 1 v : i y..: b.i: 

■ : ■ ; ; . M.« r.-i-.'!.;).'d 1 L i !) V.-'; c.-v .. . lnjWfVi-r . Vbt- 
■ ■ •■ Ml'' ;Ti'-Mti t"!iri; to U -T • nvi'-.l -t.-;!! tn b>- 
■ || I'll _ Ti' ■■ 1 1 K i . i II iiiitii' r t - i'.- :i L::]r;| I i ;i 

' • I"" ' ''^^ i . f-'t 1.1 r:i,, r^.j 'y.JV 1 . p.i."- 

'.- ' ■ .ill' L..,-,: .itid v" ' 1,.- ; t i [. o rs .1:.' 
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.•x; 1 i .n, hi^', ;»h<>r i.i^j.'b iikllK'd work-Ts aa.wuU. Obtaining nyededskli 

>. >! -..-rs . 5y. ra id.lng ot-hur 1 I rnia may be_pptlmal fron the f lrm'a poin 

vU'w; hut it haa-. thu un t o r tutin t.g . f t oc t _of ruduc ing ey elses Incon- 

tivu to providii training and th)s uxiieu rba tea Che shortagu. 

Shifts III dyra.ind produced by Ir tu rnaclonai cocipe t i C Lon , cechno log icai 
o li.rn~x VnT Ti7i' diitL'tisc build up have reduced the value of certain skilli , 
r.ilsi-d the -VTthiiT -ol t hen; . a nd c rcaLi'd a need for completely new skills . 
Many "ot Lh.. sk^i 1 Is of the experienced workers permanently la 13 ofE by auto, 
iit.M'l and other smoke st.iek tnduscrleii have littlv^rkGc value outside 
Lliu'-L- Industries. 

Voc.it iotui I traii->in>^ Ih s l 1 1 ut [ ons are .itcempt In^ to est.ibl iah . c rain Ing pro- 
lira.-Js'~fn the shopca^i- He las, fiiit are, unabl ; . to fully meet the need. for__ 
sklll'i training, bee .iuse _ ( 1 ) many of the skills are specific _ to particular 

iT "^xpeiis i ve ' p it'ce^ of aachinery , (2) nr.ny of Lhe_skllls are so new chat 
^i.' ln«f i tuL Ions have not had t lrae_ to _ re pond ( } ) many of the In'^t ItuC Ions 
arr un.ibli' Lij pay che salaries Chat would attract the teacht.'r;, ii ' 
LMi.-.'il skill t'd r raft smell iieuded , ) ^iO'D^ ski 1 Is are b«^tter irn'' 
shop I loor_clian In a cl.isyrooca or a ;Jchool-'provl,U*'i v.ork[^hop, ina 
o! Lhe ;;hv) r L.ii'.es appear , nd then dluai)pear befor _ Iniitltu; , > 
r vinL-Tnt ^ov i pent - h-aii— d-Foppcd to about six stiort 
i ^xi- r— sa^1 v ^ J-' p e g - -o f - s k i 1 1^'d w o rk e rs . Rl 
i. d iiiter[ia i I" 



Whie 

'Mi? 



exper I- 

'. ) :aany 
■' J s pond y . 

h;^ve 



a tralnin,j the w^vk- 
aany i i rms recriit airea. Il^ r.ied workers from 
otl^^'l t 1 rms by otteruig higher wages ^ Be cause many rms -hove formal wage 
s t, rui- r urrs tiiaL nak.- It difficult to arri.ige preraluin pay for Juscone or 
two ;ob!i, tije wage inilacloh fieneratetl by these shortages Is nor llinlted to 

the IK iip>i t luns that are in shortage; . The wage Increases thac these 

sDr! ,;eiieraLe are a. rellection of the hi(ih marginal cost s _ of .expand In^^, 

bv Lraiai:^.; your outj workers wtu-n many of t hose . t ra ined will _not stay with 



tf-ie 



jlting price Inf latipn nny induce . the- Ff.'d*. ra 1 Reserve 



to 



t lie 



r jwth at the laoney supply, drive up interest, rates and aborc 
' L' r y . 

I^rnblem Imply about priori clei^ for reform 



t h i s 



^MosLii of the 
and train ini; 



n tem? In my vi ew pr lo r i t y should be 



^;ven to i ;v n- i s i n.', : 

The !|u.i-H-tiy- of Scjiooi Pro-'Uird rdu cation and Tralpl'i v* 
and 

y'l'.' (^lantUy of Employer Provided On-the-job Training 
■\ ti.itlun.il I 'Jt.iLf If. now vihcierw.iy on liow' to accurapliiih the first of thesi* 
'ir lo r i t i M ! iiiiv,- >;r''.»t deal of- research underway on how the firiit 

■ jli ' c 1 ve -na'. h'sL .ichieved. Since che work Is not co:n}>leted liowever, l! 

.il.I he ;>i-,vn.i:vir.' tor [,;♦• lo pa r t i c i ;>;i t • in the deh.it.e. i"' . rcii on the 

T r .lA cr^'iiit.;. v„i i.-T;: .Hid r.ubsidies to in(lui.'f .-ti; 1 .i ■ hire and 
I'.-i t h.' St. nu. L'.;r i i 1 y uin.''-: ;> : ■ ) v.- d 1 r, :raich turtlier .i.on>;. Il i ., po 1 1 y 
•i ; i e.i !. 1 i: Lhis work 'n.r. I w.uUi like to ;jhare wit!i Cho eu;rj:ii r-'c. 



ERIC 



381 



Oh-Hu-joti t r.ii;iJ ti^-; yU-Ul:; t-xtrL-mL-ly . iji^; i .i 1 i; ■» t t'l^ .^1 r<.'L urr. . M.jny o 

thi- bi'iiiMits do not jccrvit' . to. LvUht-r _t . L r.i mu;l- nf t lu' t<rnp l(>^;*-r uhu pro- 
vides Lhf t f.i i til UK . r.iLhor tliL'v oijcrtif t(j oLht:r t-np loyi-r;; <ind sufU'Lv. 
■•ri v.it-' .-i ;;- 1 .ivr r-. .iiitl c h 1 r w«)r'r...'rs niuii' r i nvr t In t h ; i; cyp.' i r.T j n i i;.-, • 
uovci ti[:i'.'iit hii..ul.l .iLtt-Tjpt to pruuujtc thi:; t oi'vi oi Lr.iiiuni'. 



ii.'i.uts.- nir .Hid prudui'tiMn olCfn ut-rur i ;;mi 1 L i iIi'<mi:; I y , Ww )nr f..i-.k 0! 

.1 r;;.'ii;.ini :.r:i ur 'iiihs id i I ni; 0.]: I', v.- 1 u in :)K .i \>t.clicAi y.iy o 
lii'tiiiin,' l\u' :r.n:iliii; .i.-tivity or oijL^'oiiic'i wish io i)r>jn(Uf. 

i!u' -iL-cunJ \^.i^i>^ probU-m tliJt :i:ust JjO si^ I vi/.l . i s n.ik.JHK thu :,chi'[:\f .Jttiii^"" 
wiv,. .-iioin:!; to ''ripKivi'rs so - tti:! t . £ hfv . p.i r ;. i c 1 jvi t l- wlw I i._ at tii»' :.;i:n.' timL- 
ci i u 1 i:; i / I : ,'«■ r-xL.-ni to whiuh thr f,ch.-i-. sut.; i ;:».'s t r.i i (i i ti»j i uv.- s Lmt-n L :. 
•jh i , i) Will; 1 .1 !i i \ {■..•'Ml (iiuii' r takLMi .-v.- 11 u-i t !\ou L l iu- :;uVj:; i J v . 
.- : ,., [[ ,j\ . p.ip.-i- nvi'-ws the hl:,t.irv o: .'.ovr niniL'uL.i I ,iU»;-..pts to nii^uc 
v.ii- .■::;;)! r-. t c; hif.' ..lu) t.r.iln t lu- . 1 i .ul v, i ; 1 1 , i,,'. f ti t:hrtju,;h v.irlou:. :ui 
.-.idy. In :.>[! I I I ot tiu- i'.i,'''r I •■ ^pf.Mlic: prupui. il:, lor dr.il wit:; 

|,r,.!,ic;n ,'; sLrurmr.il i:;;t,-:iip 1 'r.-n-.-nL .iri' dt s*.- r i L^-lI .iiul fV.i 1 u.iL . d . Tlir 

..I.- i.jlluWMi;': 
],. !,vi.i ..il :i.iiiM:i,. ;\/.>-uiit-; 
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1 1 . U.S. KXrKlUKNCi: WI T}! KWLQYMENT SDBSIDY PROGRAMS 

Tbu UiiUed St.it us lui.s oxptir Iraunted wlr.h a variety ot targutud employment • 
sub.sidlrs. Theti«' proKr.iiDs--WIN tax credit, NAB-JOBS contracts, CETA On-the- 
Job Tr.ilnln>; subsidies, nnd Che Targetod Jobs Tax Credlt--have all boen tar- 
Retrii on hl^'lily dlaadvantag*.-!.! workerji nnd liave as a consequence been quite 
coicpi icatird to iidm i n I ate r . In each of thuse programs, certification jf a 
worker's i*I i); lb 1 1 1 ty lias required separate application by and certification of 
56th the worker and the employer^ Wtiile thctic programs have helped specific 
i lid iv idiui Ik f I iid Jobs; and get off welfare; they have not y*»t achfeved sigritfi- 
c.int ac.ilo and c.orjsequi'ntly have not had an appreciable impact upon the number 
ot people on welfare or the unemployment rate of people in the target group. 

A . NAfl— JOBS" 

Tt))' f 1 ruL of ttie nubs id y programs was tlie Na tiona 1 Al 1 lance for Dusi- 
iiess's J6f\S pro^^r.ira itontract placements eiffort in which the government issued 
cniiLrai t M tii.it. reimbnraed employers for part of the cost of hiring and train- 
ing (i I siiidvaiir iii;i*d workers^ To qualify for the program a worker had to be a 
hfj'h si'honl drtij^oiit ; less than twenty-two of more thari forty-five years oldi 
h.ind iiMppi'd . or In a family with bolow poverty level income. Contract place- 
rarciLs Kt«.'W from 8, -'♦00 in fiscal 19o, to 93,000 In fiscal 1971 and declined 
t luTei f t i-r . ThiifJ at its peak JOBS contracts were subsidizing only on<— tenth 
of oiu' perciMit of tlie nation's workers. Tight budgets were not responsible 
for tile smali scale of the program, for the administrators of the program were 
con:;i ^^t*"ntl y unable to expend the funiis programmed tor JOBS contracts. In 
l')b9, for instance, only ^^9 mttllon of tiie $210 million programmed for JOBS 
coatractr. was exp«*uded. 

Alyci ji Ign I F Ic.Trit Is the fact that only one- third of the employers that 
hlri'd JtHiS enrtillees went to thv trouble of establishing a contractual ar- 
r.ingemetit and thus received a subsidy for what they were doing. This reveals 
that LfK' probU'-n Ir. n;jt jnst one of employers being reluctant to hire sclg- 
matlaed Individual,*:. Many employers seemed to find the delays and red tape of 
arr.nij;ln>; .i contract intl the potentially greater vulnerability to affirmative 
action ctjrjpia int:5 no potentially costly, that they did not apply for the 50 
pMrc«.'nL subsidy of tiu* first six moiitlis of a worker's wages for wiitch they 
wt-ri' i i HI e ; 
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Wttii the reorganization of manpower services raandatud by tiiu Comprehen- 
sivi." EinpLbyraurit .irid Train iny Act of 1973 , the JOBS program evolved Iritb what 
Is iiow c.illfU CEtA On-the-Jbb Training contracts^ The iJJT prbgrnm has ribt 
di»vc'Iopt?n an ef foe tlvL* local const I tiie hey Bccaiiac Tiahy small Bus I riess people 
hiiw an Ideolojjlcal aversion to hahdoatf; and Because the perceived benefits of 
part.clpntlng are su sraa 1 1 . The prlrao sponsors that weru Included In the EOPP 
Employer Survey seldom wrote contraets for more than one or two workers even 
when the participating firm was large. Many local prime sponsors chuosc to 
ailuciitc their dollars to classroom Craining raCher than OJT. Seldom docs a 
flna receive ciorc than one subsidl;:ed worker, and the maximum payment Is gen- 
erally less than 25 percent of a year's wages . thus, despite congressional 
mandates to expand the scale of the program , brily I percent bf the natlbn' s 
oraployefq p«rcIcIpatod during 1979. 

C. The WIN Tax Credit 
For ncitvly ten years, employers that l»ave hired recipients of Aid to 
Families with Dependent Children (AFDC) have been eligible for a tax credit. 
bcsplCo Increasies In the rate of subsidy from lO Co 20 percent and now to SO 
percent and other liberalization of the terms of the subsidy, claims for WIN 
tax credits have remained at a level of only thirty to forty thbusahd full- 
time eqviivaleht workers foe a number of years. This Implies that less than 5 
percent of each year's new WIN registrants, less than 2 percent of adults 
receiving /\FDC benefits, and less than 10 percent of working welfare recipi- 
ents have been aided by the WIN tax credit. As with JOBS, only a small pro- 
portion of the firms that hire WIiN-el Igible workers applied for the tax credit 

for ulilch tliey wcrcr "Gii:glb"i"G-; El the-r — the fi rm s di d -not tcnov they vcreelrtgl 

bie, or they found the paperwork too burdensome and the benefit too small to 
warrant applying^ Of thbse firms that received a WIN credit, less than 10 
percent attributed their hiring bf the WIN ehcbllee to the credit (IKiinermesh 
1973) . 

D. The Targeted Jobs Tax Credit 
Be>; Inn I n,* In 1979 employers outs ide tlie per ronai serv Ice sector have been 
able to obt.im a tax cr^'dlt of 50 percent of the first $6,000 of wages per 
employee for the tlrst year of employment and 25 percent of such wages for the 
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socond yoar of orapl oyraen c for Che hiring of certain cacogorica of workers. 
These Included h Uh school students In cbbperdtlve educStlon proKrama, oconon- 
Ically disadvantaged youth (eighteen through twenty-four); veterans and excon- 
victs, Supplementary Security Income and general assistance recipients, and 
the hand Icapped ~. 

The program started slow; but by fiscal 1981 it had grown to a point 
Where A00,000 workers were being certified per year. Eligibility was tight- 
ened in 1981 a certifications are now running at about 300,000 a year. 

TJTC's greater success at obtaining employer participation tias been due 
to three features: 

1. It Is an eiit It lement . Reluctance on thu part of local agencles.to 
administer It cannot - prevent- a persistent. enployer_ from obtaining, 
certification of employees that _are_el igible ._ In.fact^ ETA's 1979 

Stud9 of Early Implementation of.TJTC fQund :;the_ rather llrai ted 

vbucherlng arid cerCI ficat ion accivi ty_ t hat had taken place by then 
was largely In response to ecppl oyer and applicant inquiries rather 
than active promotion by their staff." 

2. At least one. target group— the Co-op Ed students— was defined by a 
charaeterlstic that does not carry st igma . For this S^o^P. student 
and_tmployer certification were made Into a bhe-stcp process and re- 
sponsibility was centralized in the hands of a person— the high, 
school official responsible for Co-op Ea--who was being judged .by__ 
school supervisors on the basics of the number of . jobs_fQund_ for_the 
target group. As a result, _45 percent ol ali Jobs.certlMcd fpr 
TJTC's Have been for Co-op Ed students. The 1981 .reauthorization of 
TJTC ilmlted tlie - el Iglblll ty of _CQrop Ed students to those from d I s- 
advantaged fSmlHes so this comment does not apply to the current 
TJTC program. 

3: Participation in TJTC.requires less paperwork than CETA-Ojt or the 
JOBS arul early WIN. programs did and requires f^ 
government agenc les and the employe r . 
Nevertheless, the TJTC Is currently helping less than 10 percent of the pool 
of young people eligible for the program: In cbhtrist, NJTC 
'its second' year the parTicl c5 70 percent.or all cTl^ 

There are three basic causes of TJTC's low participation rate: 

i For a long time most employers were not_aware_or were only vaguely 
awUre of the program. A spring l?80 survey of employers found that 
brily IZ pdrccrit of all employers represent Ing establishments respon- 
sible ior. 33 percent of . all employment reported being "fami.liar" with 
TJTC (EOPP Eraplpyer_Survey) . Flrms-that reported being familiar with 
the program often knew very little about it. The prbgram Cs how much 
better known. A 1982 resurvey of thest! same employers found that 80 
percent had "heard" of TJTC and 50 percent had spoken £6 a represent- 
ative of government or a trade/business brganlzatloh about the pro- 
gram. 
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2. ThL^rL^ io_;i hC iRma_act5iched to being. a member of roost of. Che TJTC's 

target groups. Employersperceiyethe, t>rogram to. be. Subsidizing. 

people who do not make good workers. Thl s_ reduces che likelihood 

that ^ Jpioyers will ask CETA or the oroployaentservlce__to_ refer _ 
TJTC-ellglble workers to their firm. Furthenapre^ many applicants 
feel that telling prospective employers of their eligibility for TJTC 
roay hurt their chances of getting the job. 

3 . The- coropi lea ted nilcs of el Ig Ibl 1 1 ty means that most employe rs are 
unable to Identify who Is eligible on their own and that government 
certification of employee eligibility Is necessary, this has three 
disadvantages.: (a) iE.bfEeri forces the firm out of . Its traditional 
recruitment channels; (b) employers fear that It wHI Introduce red 
tape lntg_thn_ hlrlng_process .Qr_brlng. about unwelcome government . - 
interference (^^the cost a_of:ldent If ylng and certifying who Is eligible 
^K^. t^.4S...f°'^.Jo.r..'4? terrents to part Iclpat ion); _ (c)_ the . program' a suc- 
cess depends upon cooperation between private business men_and_gov- 

ernment bureaucrats . (Host employers are very wary of government 

and the attitude of government employees in some parts of the count^ry 
reinforces their distrust.) « 

The first problem seems to have diminished, but greater pubilclty and aggres- 
sive prombtibn of the program are still necessary. 

The other two problems, however, arise from a mismatch between the struc- 
ture of the employment subsidy scheme and the recruitment processes that pre- 
domlnute In the relevant labor markets. Each month the typical employer la 
hiring one employee for every ten already on board (Coiien and Schwartz 1979). 
The probabiiity- that a new hire will still be with the 'jflrm six months later 
is less than 50 percent. As a result, -tmployers try tojkeep the cost of 
searching for new employees to a minimum. Studies of h(iw people have obtained 
their last Job find that 3 5 percent of all jobs were fbilhd by applying direct- 
ly to Che firm wiehouC suggestions or referrals arid that another 25 percent 
were obtained by applying directly to the firm at the suggestion of a friend 
or relative (Koscnfeld 1975). Most firms prefer to hire people who are recom- 
pensed „ by, _c ur r e nc . emp 1 ay ee s o r. wl^ip^ ha ye. ^ ho vn.-t Jielc^des ir e f or , the Jo b . by . . 

personally coming to the establishment and applying. Seventy percent of the 
employers with vacancies do not list the opening Job with the employment 
service (Bishop, Barron and Hollenbeck 1983). As a result, even though iU 
percent of all worKers had checked with LHe croployrnent service during their 
last period of Job search, only 5.1 percent had gotten their jobs through an 
eroploynoend service referral. Employers prefer Informal recruitment channels 
because (a) such channels are faster, (b) employers do hot become inundated 
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with Job applleantH who mutit be Into rv tewed ; (c) prescrccnlng Is possible so 
ttic number of applicants who are turned down Is minimized, and (d) they can 
avoid dealing with governmctit . 

This preference acta to limit the market penetration of any program for 
finding Jobs for the dls.idv ant aged that depends upon a labor market Intenac- 
diary — Job Service, or a CETA subcontractor such as the Urban Leagued High 
par c Ic iiJat Ibri ra tes wl II be achieved only when uhu»i tally ded Icated arid coia- 
pecerit people are funning the labor market Ihtermddlary. With only ordinary 
leadership, such a program Is bound to be only partially successful — helping 
some of the people who approach the agency for help but falling tJ reach moat 
of the eligible population. 

J\\c targeted employment subsidies that preceded TJTC all necessitated 
agency referrals of el-lglble job applicants. With tJtC there are two alter- 
nate v/ays of bringing subsidy, employer, and job seeker together. Job seekers^ 
may Irifonn taijployer'n of their eligibility^ THls does iiot now occur to a slg-"^ 
hlflcaiit degroO because most eligible workers are unaware of TJTC's existence 
arid becavise most employment service offices do not routinely Inform the ell- 
glbles tliat do come to It for assistance rhat they are eligible. The other 
barrier to tills mechatilam becoming Important Is the reluctance of many Job 
«ippllc.mts to advertise cheli" TJTC eligibility for fear they will be stigma- 
tized. This reluctance seem» to be justified. An experiment In which TJTC- 
elit; Iblf job ifi'kers wert* trained to IniForm employers of their eligibility for 
a tax credit fournl that sucii tralhlrig caused u statistically sign If leant re- 
ductlori In placement fates (Burtless arid Chustori [9RI). 

The spcorid .il cerriat t ve mecharii sm assigris cho IrilE tat tve to the one who 
most directly benefits from the tax credit, the employer. This scenario envi- 
sions employers' screening their job applications for eligible '.ndlvlduals and 
~Thm""5rnrfiTig'- th era" down—Co— the- employmtrntr service f oir^vouchrr: ing— and~certi-f-i-ca^ 
tloii b<'fore or after they are hired. Presumably, anticipating that A may be 
eligible tor iiubf;idy and B is not will Increase the probability thai A Is 
nff-' cii Lhe job. tiie use of family iticoirie ;ind participation In welfare pro- 
grarn^i ai; ta r,-.f 1 1 iip. crlti:rla^ However ^ makes It difficult for rrapluyr-ris to know 
Willi Is .-•[If*n)le and thus i^revehtTi many employefs froth taklrig the tax credit 
Into .ic count whun 1> i r Inj* . Send i ng Job appl I cants over to the employment ser- 
>.'tce prior Lu lilrlnj', doe.^; not .';eem to have become popular for It del.iys the 
hlruj^; {»r(iL-t'!;s , rlskr, lu;;in>'. the worker .il tojje.hrr. and is thought to be un- 
i.-tliical by u.my «*:aploy»Ts . 
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Itl«MiL I t lc.it »>l «!l if'lblt-'s by the litnployor (or his ag-.ac) s«cms to have 
bt'i'omL' thf primary ra»'thaMi;nn by wh Ich . employers Identify and certify TJTC 
I? I Ik ii) Li workers. For Lhu first two and a half years of the TJTC proeram em- 
ploy».'rs conid apply for certification of aa eligible employee long after the 
hlriii^^ daLL*. The const! quence waa that niany tax credits w«re awarded for aa- 
ployi-es whtisn eligibility van nOL learned of until after tlie date of lilrlng. 
Diiriii^'. clil^ purioH approximately 63 percent of the non Co-op Ed certifications 
of t'l i 1 b i 1 1 1 y wtirr> b./ f h[; obtained after the Indlvlduhl had been hlreri^ this 
has bi't'n liU«'rprL»tfd .is I.nplyla^ that the tax credit waa riot Influencing many 
of. till' birlnft decialoni; that rei;ulted In receipC nt a tax credit, and there- 
lort-. w;is protlucinr; "windi^al Is" for employers. Because of this concern tHc 
Etiofjomic RL'Covery Tax Act of 1981 outlawed retroactive certifications. Since 
tall 1981 all new certifications have liad to be requested by the employer 
prior to the t-Iij^lble Individual's employrnont starting date. 

E . N o ijn targeted Subsidies: the- Contrast 
Th.-r*' ari- If^iporL.int lesi^ons to be learned from the U.S. experience with 
i'ripl rv/rit'iu r.ix cr'*drts--rl»o New Jobs Tax Credit, the WIN tax Cred't, and the 
T.ir .'et.'il Job, Tax CrL-dic. THefe are dramattc concrascs between take upirates^ 
In 1979, tev.'r tlian 25,000 fl.rnis received a TJTC and fewer tHan 10,000 receiv- 
ed a WIN Tax Credit. In 19 78, 1,100,000 firms, more than 30 percent of all 
the n.tLlL>n*{ employers and inure: than lialf of the eligible firms, received a 
New .]t}br Tax Credit (NJTC) , a non targeted marginal wage subsidy designed to 
stibsldlr.e increases In employment. A 50 percent + participation rate Is 
rea.irk.ibi y hi,;h. In contrast, six years after the Introduction of accelerated! 
depreciation In 1 95A only 21 percent bf all proprietorships and 30 percent of i 
all corporations w^re using an accelerated depreciation method on any compo- ■ 
rieilt dl iholr oa p i tal ' s toe k (filre , 1967). Only ^7 percent of the eligible 
investment put In place betweeif 195^» and 1960 u'js depreciated using accleratbd 
method'^. In clw first year of the aasot depr»'C lat Ion ran}*,* system only 1-4 j 
p.'rct'nt of all rcjm.tanies ,nul ojily percent of the total dollars of new In- | j 
v«'sLneaL in producers d lira bl i?a| took advanta>;e of the shorter lUe time avnil- | 
able iiM.h'r ADK. L*se of tiie ackel erati'd I'eprec ia t Ion range riystem Is now much j 
r', r.M t .-r . 

Tii«' TMT'; s..M-ms L') ti.ivo Iwid major imjvicts npn.; the economy. In Its two j 
/..•ii-'i oi upcr jt iofi, the S'JTC sub'^idf/tvi ribre ttian 5 mil Hon pt'rson yearij of 
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employment. AJ. I three acudliia of New jobs tax Credit have foiiria that tt Iti- 
creased. fmploy^ent. The NFIB study eat Imatei 300.000 ext^a JoBa By the sumner 
of 1978, the Perloff and Wachter study 700,000 Jbba in 1977 and the Bishop 
study estimates 150,000 to 670,000 jbba by aummer of 1978 In cbnatructlon and 
distribution albhe^ Bishbp'a study Found thae reductions in the maigln 
between retail arid manufacturers wholesale prlcea Induced by NJTC saved 
cbhsumcra Between $3.8 and §7 billion. 

The lesaon of our recent expsrlence with employment subsidies la that a 
aub sldy of private aector employment wllj— re a c h a scale a mi coat efficiency 
s ufficient to make a real dent: Iti at r uctural un c m ployTOent , only if : 
1". Employerg are able^ t o si mp ly c e rtify - t^elr own eliBibility . 

2. The bgh avior al r e & ^ ffs e-dcsired of emplbyers is bbvlous arid simple for them 
1 : 0 Imp i^ m e nt . 

3. Alr4.-or i>^mast all emplbyers are ell^IBIe (btherwiae the result Is a 
redistribution bf whb employs who) . 

^. Tar^eti nB is essential But It Is more Important to include all workers— Irrr 
ITeed of help than to exclude workers that don't need the help . 

5 . The rarget group Is def lnef< .by_a non-s t igma t izing-crl teria that ^s-vislblc 
to the t*mptoyer (a characteristic of the ^crb ^ike wage rate 1 ^ better than 
c haracteristics of the worker) . ' ~ 

6. It Is mar ginal — paid for in creases In ^mp^oyrHcnt above a threshbld like 
NJTC. 
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lit: A KKViiiW and KVAlUAtiON OF six SPEC IF iC PROPOSALS 

> A . Indtvtaijal Training Accounts 

In Che Individual Training Account proposals made by Pac Choate and 
others; wage and saldry employotis and their employers would be allowed or 
requl ri-'d to cont r ibute to a perso nal train Ing fund se t up f o r each wo rke r . 
Contributions would be tax deductible and would be paid at a rate of $500 per 
year by each party over a period of six years. Workers laid off from their 
job could rectiivc up to the entire $6,000 plus accumulated Interest tax free 
for use d» a voucher to pay for retraining, job searcii or rel-ocation iixpenses. 
the worker would be free to choose any training certli'led by the Federal 
Coverrraeht^ ^Opbn retlret^ent the workers contribution to the ITS arid accumu- 
lated interest could He turned Into an annuity arid the employers contribution 
and in tL* rest would be refvinded to the employer. 

Tlu" primary Impact of such an ITA will be on federal revenues and the 
nations aggregate savlnRS rate not on the 'number of unemployed who try to 
re tra In t h erase Ives . If all wage and salary workers In the publ ic and pr i va te 
sectors we r e c om pe i I t.'d to pa r 1 1 c 1 pa t c In an iT A , f e'dlTrat" IreVenue s~woul~3 
decline by approximately 20 billlcn dollars a year for 6 years, the deficit 
would rise by_a_l_ike amount and .iggrogate savi ngs publ ic and private, would 
most likely rise possibly by as much as 50 to 60 billion dollars a year^ tf 
ItA's were inade voluntary, pir t Ic i pa t Ion would be likely no be slnillar to that 
In IRA's (raogt paftlclparits would be high Iriconic) arid fho impact ori the 
econdray would be roughly of the same as an equivalent liberalization of lR^\'s. 
The other major impact ol: such a scheme would be as a disincentive for lay- 
offs, tf such a disincentive were desirable, however, it could be accomplish- 
ed by strengthening experience rating of the uneraploynient insurance system or " 
by explicitly taxinj^ layoffs. 

An ITA would have only a small impact on the training decisions of the 
unemployed^ School -provided training Is already fieavlly subs Id lied 5y low 
state-Hubsidlzed tuition, BEOG's, fellowships, guaranteed student lo.ins, Llie 
C,l Bill, JTPA, and tui t Ion "re imbur setnent by privat»> anployers. The additional 
♦•ff«'t:C ot an ITA wovild not bi* great. The njueh more generous subsidies of the 
Gl Bill inc ri'asfil the ilegree credit rollege attendance rates of Vietnam 
Veterans o'v.t tlu^ age oi 2*3 b> only about 3 pi-rcentage points or a factor 1.35 
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In April l'i;n 1 15 1 shop .uul Vtu l)yk, l0 7Mj: TliO pri«nary barrier to Incroasod 
■p.irilclp.icion in schobi hnsrd craitutin pri»:irduit» by Lhc unemployed ia ngt 1 1- _ 
nant-iai; Mon.' sl-niticant harrlG.s .1 re- the fear and dlsliko that nxatiy .idults 
Wave tit sOiioGlii arid thO lack oi comtauuity coUej-.e pro^ira-as that are detjifiucd 
inr Lh.- nijOmptoyod. Th»' imcmployfd need incettslvc full time L raining proj-.rams 
th.iL can bu bei'.un at almost auy time ot thi' yoar and complL'ted quickly. The 
i-d:| i>l thi' L-ninmunity col l«';jr ' otlier fitudt-u. popuLatlono — part-tlraC* stu- 

. evfitiui; students, reci'iit hi^h school i;raduates-- i^e aifforent and stncc 
,iu«mploy^nl ar.; only a sraail part of the conmunlty coIlcBe's clientele, 
Ct.tnmiinity col K)-..- ' s have nbt ibund tlie r^'S 611 fees to otfcr the kinds of 
.ims that, wuuiti Ittrae-t ihetn [h p,f*_*ater iiunbers. 

li an ITA Is v5 1 liii La f y , ttierr' will be a further problem. Participation 
ii; tlkoly Id hi' po^;ifivt•ly related to Inconr and negatively related to the 
probability or b.inj; Laid off. Consequently, only a small proportion of the 
un.'iiipl..y.-il workers needing r- L ra i n i nv; assi:;tancf would be likely to have ITA 
lands .ivailal>li' tliem. 

ITA' s .iildr. ^is only- nn. clenicnt — cash flow problems of iriaturc laid off 
"worTl.-rV,^.rr-Tnt^--nrixl-oni; avcmfi- .raininir prdW^m.- The much more important. ^- 
l.;;.u.' ot t)!.' -lualiLv ot tiiL' rdtica' on arid training; provided by educational 
ini.iiuitions and iVu- ini.ui M lOrit quaniity of employer provided OJT are 
i;:nur.'d. D-lspitL tins t Mnd nyre ft intl i lu-d " to supporL tho concept Mor so 
inucii lor iL;i impact on training; buL because ratsln^ the nations 04;^; rebate 
yavinj-s rat-i' dos.>rv.-i; very hiijh priority and a compulsory ITA would he a forra 
or cuthpulsofy savini:s ihac it financed by increai^ed taxeti would djaraatically 
Irictoas.' :i^;j;ri'^;acc saviiif;^. 
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Thu ru- ump' oymunt voucher proposed In Amendrcnt if 518 to HR 1900 offers a 
worker tht* option of using hla ent 1 tlcracnt to Federal extended unODpioyraerit 
Irisvir^incr* hoiiffHs as a joB au5sltly rattier tli.iri da Incdiao itiaintehance ^ It has 
foaie attractlvefe.itures: 

• The ygucl 'jr can be used _ to _ subs Id Izo any job whe thcr . 1 1 Is_ at a profit, for 
pr_not-fpr-proIIt organization and regardless of whether the employer has 
a posi t Ivc tax liability. 

• It seems to be simple for the employer to aotnini ster. 

• Vor'icer ciigibility Is defined by a characcerisclc (being unemployed for 
six months'! Liiat Is already known by the umpioyer. Hence If a job seeker 
advcrtiv js his eligibility for the voucher, ic should not have the effect 
of st i .mat I i:i n^ him/her ariy more than chey already are st Igma t Ized by 

V Ir ti-cu of the long- terj uriemplojrmeht . 

• The size of the voucher payment Is related to how long the Individual 
works at the new f i na . 

• Tb*? Jjptr- seekers previous, employers are _ inel lglble_ for the, voucher — not 
•-^^cltjdlni\ then would hayu produced an Incentive to lay off workers with 
plans to rehire them six months later. 

• Payments are made to the firm almost Immediately after hiring the worker > 
„ rcduciTtg ttTC'^woriciTig-~capi tat-^ccdc^ - to -expand ompioyaent — — - 

It should be noted that most of the long-term unemployed wiii not be 
eligible for this voucher. Many of the long-term unemployed are not rece iving 
Ul because jjrlor to their current spell of uriemployraerit they worked t'br too 
short a porloJ of tliae In covered employment. Only about half of all unem- 
ployed workers are currently receiving UI . Others will be ineligible because 
they .111 not hear of the program's existence in the one month period they 
have to sign up for It. 

- f-ar ticl pa tlon .Amongst Elialbles ... . . - . 

since the legislation does not require the job seeker to give up his UI 
eiigibllity before finding a jbS, there arc two ways a job seeker can get a 
subsiaireH Job; He/she can get the job first arid then apply for the voucher 
(this nu'it be done before or during the one month period of eligibility), or 
he/she an apply for the vouchor (temporarily giving lip the silpplethcntary 01 
benefits) In tite liope of finding a job. I wotild not expect this latter 
mechanism to be veiy Important. The reason is that participation requires a 
positive .ict on the part of the job seeker In which he or she temporarily 
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J-t.-riilci'S ni'xc w»H-k'f; 01 p.iyniiMit In hopi'H of quickly jjotcInK i\ Job l)i'cauiio of 
the biiBsiay* II clic job search with voiicluT In hand is unsuccostif ul , he or 
sHm ciih t'.i'C their siippliimentary Ul bmu'Elts Inter, but since most people 
unemployed for six monthi* or more have st»vere cash flow problems, na;^y will 
not he able lo afford a one or two raoiuii |n*rlod of no UI benefits, esspi-elally 
when the oiit-o f- pocket costs of job search are hIj;Ht'r becaufje of the Increased 
search intens I l y .** 

A second re.ison for not expecting many etljilbles to choose the voucher 
without jirc.idy having arran^.ecl a Job is that job yeekers seem to be averse to 
aimouiicing to prosper 1 1 vC*"etri pi oyers that "they*'aro on "sal e** , I " C^^f^ bo ~ 
obtained cheaper. This has been reported by counselors who deal with TJTC 
etljjlbles. It may be for a good reason, becaur.e two experiments in wiilch TJTC 
dUjibles were taught to use their eligibility for TJTC ati a seilins point in 
their job search (one in Dayton, Ohio, the other in Wisconsin) iiave found that 
TJTC ellBibl's randomly assigned to be trained to mcntlbri the TJTC were less 
likely to find a job then other TJTC ellsible;?: The rca-'Joii that advertising 
one's TJTC elicibility seems to have this effodc Is that announcing one's 
c 1 1 u i h i I i ty tells t he p ros pec t i ve cm p I oyt; r some t h I ng- - 1 am a wc 1 f r e r ec ^ P i- 
ent. from a low [hcomd family, or an ex-con, etc. — chat in most cases the 
employer did hoc know before and that stlgmatizos the job seeker. Presumably, 
i\w vovleher for being unemployed long- enough to receive supplementary Ul will 
not hjve the same effect, but one cannot be sure. 

If partlc ipation^ is to reach a reasonable ievel , it will require Initia- 
tive on the pai-t of the employer or a labor market intermediary: One can 
env..^. ion an CTiployer putting In a job order ar the Employraeht Service (ES), "I 
■..avo . jobs for people who have recently Become eligible for Federal supple- 
mentary . payi^ic n 1 5 Thov do no t ha v S to Ha c ho se n t he vo uc her yet, only be 
eligible to choose the v5ucher'. If the KS conprrates with such requests, tht- 
firm's co^Jts 5f fltidlhg eligible workers will be low. The firm can offer the 
j6b t "> tHi> ..eligible job applicant it feels is mo^t qualified on the con.Utlon 
Lh.it Che person apply for the voucher. 

An alternative nech.inlsm that ^'oes hul require the flm to request reier- 
rals from the KS (70 percent of flrma with v.icancies do not ask for relerral^^ 
Iron the ES) would l>e tor it to screen job appUcatibnu ^learrhlHg for people 
wlio have h.M>n luit of work the required arabuiit bt time (e:g.: 5 to 7 month*:), 
and then ask "tliose vho ^eiin to be eltglble for the voucher when their regular 
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ili will I).- .)( w,^^; xli, ju . t .-.I . Th.. linn won la Mt'U'ct. from .unongj't the iflijjlbU'S 
.iml oitur tiu" job on Lho coiuiition tint tiuj .ipplic.iiu .ipply for the voucher, 
ii .tn .ittr.u-civr job cnndl.iat.^ I:-; noL ym huL soon wiU be rlij'lbU'. U would 
sO.'iTj IlkLly i\'M ihe oppliciitit will bt« told to rL-tnrn when hp/sh.- Is L-Iigible. 
It cfii?; (dac-Z- i:-^ pli rc I c lil arl y well ipiiiiinod and Liu* i: i rn docu riot .xpu-, : 

fiitiirf opiMiIni;';, Lho voucliL-r iril^jlit c,iu^;i? a t" I rm to postpotiL* filling; ci vac.inry 
until thi' not yet fllrtlbU- Job .ippllc.inC bOcoin.-fJ T'lif-Ibli'. 

The tx.j.Tiple jiiSL dii;cns«;od 1 1 1 us L r.i ti's ont* nl the probU-ras tri^Tt /irLlic 
fro>a c.ir^e'. ln»', .1 bi-n.'flc on pi-^opU- un. 'mp I ovi-d for .i parcicul.ir p»»rIoa of 'tloe; 
E:v<'n''u rhi- vouchi-r dor*s not causu a firm to bold n particular job opt-n wbllL- 
waiting', tor tbu prot*'rr»-d nand idatt? to bucoinL- oliRlbl.-. its mn in effect will 
be to ch.inKi- who is !iiri>d, not incr«f.iso total i ciploynMnt . Sonator Quaylo 
acknowi ud>',os tb.it "the .uaondiiienL will not ovcrcomL* low dorannd for worki-*rs, but 
It will target lEnplfJvnaeht to the lonfi-tcrra un ■mployt'd" . The desi;;ners of th<^ 
v6ui'Hf>r >K-h.'rne havi! t tht?ir sights too low. The objeccivo should be in- 
crtMsinK total enploymi-ht and rOducirig uaemploymL'rit without rekindling infl.i- 
Llon, not Just ri^d I st ribut Iny tli,- pain of unrrnployincnt: I Any j^overnnierital 
intt^rvi-nt ion in thu labor market involves some cost arid sotok distortions^ If 
one raiist Itu-iir thosi' costs , thoy m-ed to be Justified by benefits to one job 
seeker that are not offset by losses to other job seekers. 
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C. The French Mandnte to Spend 

Every French employer wlch 10 or more employees must expend 1.1 percent 
of Us wage bill on retraining or pay a tax equal to the difference between 
Its obligated and acCu^ii training expenditure i Every employer regardless of 
6lze nust also expend .5 percent of Its wage bill bri apprenticeship train- 
ing or pay a tax equ^il to the difference between Its obligated and actual 
training expenditure^ the bbllgatlori to spend can be fulfilled by expendi- 
ture!? bri the flrn*s owti formal training program, by contributions to training 
Insurance fund agreed to by management and labor or by contributions to a 
govcrrinierit approved training program for the unemployed 

In-flra training accounts for about 75 percent of Che expenditures rs- 
port.id to French authorities. In-firm training must have a currtculum. 
develop a skill ch<it is useful at other firms and be located away from the 
trainees normal work station. Each firm with more than 100 employees must 
have or labor management commie tee overseeing Its training program.^ The 
auditing of the firm's reports of training expenditure Is accomplished by a 
staff of 120 cbiitroHers. About Cwo thirds of retraining expenditure la for 
bccupaclonal advancement and refresher courses to maintain skills. The French 
mandate to spend has the following advantages: 

• Employer need s _ fo r ski 1 led wo rkers dotern 1 ne the al locat Ion of funds so 
the risk that people will be trained for jobs that don't exist Is small. 

• Training funds are avallaijle to the employed as well as the urieiuplbyed. 

• Decision n^aklnt; is decentralized. 

The French systr-m also has some tmpbrtarit dlsadvaritages, however: 

• Sixty percent of the 120.000- French firas subject to cax_.ropo rt _ spending 
more thari lA percent of their, payroll on . re- t ra In lns_. . These_f 1 nns_omt__ 
ploy more than 80 percent of the workers In firms with 10 or more employ- 
et?s. -Ac these firms, the system_prgyldes.no Incentive to expand training 
oi<pendl ture«; beyond 1.1 percent of payroll, 

• Finn J? wtiosi.' tra in ing expend 1 tures are below .percent of their wage 
b 1 1 1^ save In taxes t he full amount of any Increas'.' ! ri expend I tures on 
training. This will Inevitably Induce a careless attimde toward cbsts 
and redui-.e the efficiency of tralnltif.. 

• Kxp.nd 1 1 ures on fomat t-ratnlng rediire liie firm's tax llablHtyi biit . the 
cosL . of Informal training' do riot. - This is urifalr to jmall firms which 
L.'nS to do their trTiriiun informally hGciivise tHey do hot have the scale 
nec. 'ir.ary to nake formal tc.iIriltiR cost . e f f ec 1 1 ve . -Sm/ill f I r:ns must Join 

to,>*Lher in couin'r.-itlve I't forts to achlevo Che scale necessary to mke 

tfir-i.tl t r.i i ii I tij* t e.is I ble. . The second unforLiinate reSU 1 1 _ 9.f _ t h i s I'i . LL''! t 
,i stron;-, iiicu-nt Ive- is.produced tu 'UihsLltuLi' form.il tralnlng_for informal 
train irii^. despi fe the fact Chat there Is no evldence (either of an empiri- 
cal: or theoretical variety) that formal training Is to be preferred over 
iiUiinrial training. 

These problens with the French mandate to spend ycan be ameliorated by ap- 
proprl.iLi- modifications of If haaic design. A fjubsldy scheme tliat addresses 
these problems is described In the next section. 
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D • Mar ginal Jrathlrig Substay 

A marginal craLnLng subsidy (MTS) would offer a parC£aI subsidy of train- 
ing expL'ndicuTL's abovL* a chreshold level. The race of subsidy or tax credit 
would be sec somewhere between 10 and 33 pi»rcent. The training costs that 
would be eligible for subsidy would include payments to Industry training 
funds, tuition r«>inbursenients for job related training, contributions of mate- 
rialii or iiC.it f time to vocat tonal/ techn ical institutions, the budgeted costs 
5F tlie Flrin*:> fbrraal training oif new and continuing employees, and certain of 
the L-o^ts of Informal training of new arid upgraded employees,^ Partici- 
P'-'^ iii', v"orjp,mies with dorL than 100 enployees would Be required to liave a 
t: .in,j advisory committee thjt contains worker reprOseritatlori^ 

While the measurement of the costs of informal tralrilrig Is dlfflcGIt, It 
must be .it teopted if c ho lees be t ween fo nnal and in fo nnal training are not to 
be distorted."'' The subsidizable costs of informal training would be limited 
to trainee time and trainer time during the first year of employment or during 
tiu- first 3 months; after a aajor promotion and change in job responsibility. 
If the trainirig is fonaai, certain additional expenses— "books and materials, 
rental uri teaching machines arid equipment or office space dedicated entirely 
to training, .invl payraerits to tralrilrig veridors — would be eligible for subsidy. 
Form.tl training would Be suBsid iz.ible regardless of lerigth of teriure arid 
whether the worker is receiving a promotion. At the coriclusiori of the tralri- 
ing proKTara or the firm's fiscal year, the era pL dyer would be required to award 
each traitiet- a certificate describing the number of hours of formal or Irifom- 
al training; provided/attended, skills taught and where appropriate; the 
corapeti-nce achii'vcd. 

The threshold wiiich must be exceeded before a subsidy or tax credit would 
be paid would be equal to lO percent of the firm or establlslmients wage 
payments to employees with less than one year of tenure at the firm plus 1,5 
percent of wa«e pa /merits to all other employees, the thresliold is higljer for 
flrmy with many hOw (jmployees Because (a) riew employees terid to receive more 
Lrainiri>; than continuinij ifmployees and ( B) the costs di iri formal tra ining are 
t;«ih:iid liable only luring the first year on the job arid for a short period 
a t t <' r a proniot ion . 
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A subsidy above .i threshold has some ImporCanc advantages over an obliga- 
tion Co spend a nlnloum amount on training: 

• Finns Chap are big cralners_(an^ probabiy effjclenc cralners) of 
skilled workers would always face an Incendve Co expatul chelr crainlng. 

• The greac majorlcy of French employees work ac firms which exceed chelr 
obll^iiclon Co spend on crainlng so ac Che margin, Chere is no public en- 
courageraunt of additional crainlng for Che majbrlcy of French workers. 

A subs idy above a c hresho Id avoids Chls problem. 

• Paperwork is reduced because mbsC firms would. not apply for a subsidy In 
mbsc years. Ybar-to-year variacloos In Crainlng expendlcures are likely 
CO 5e large at small firms. Such firmswould raosc likely spend _aboye_che 
threshold only In years In which Chere Is a major expansion of employmenc 
or Che InsCallatlon of new equipment. 

• Employers who_fcel_Che. admlnlscradve burdens of the subsidy are coo high, 
are free noc Co parc^clpace. 

All employers — proflc making, non-protlc and governmencal — should be eligible 
for the narglnal crainlng subsidy If chelr crainlng expendlcures excOt.>d Che 
Chrt'shold defined for chelr organl zac Ion. ^ In order for Incendve effecCs 
to bir maximized, employers musc feel chey are assured a larger subsidy paymehc 
i' rhey iuerease chelr firm's crainlng Ihvescmenci Togecher chese two consJd- 
eraclons imply ch.iC the MTS should be admi rilstered elcher as a subsidy end- 
clemenc, ay a cax credic against a broad based cax on Che firm's wage bill 
like FUTA or social securlCy, or a cax credit agalnsc Income taxes chat can be 
sold to other Firms. The MTS would be financed either out of general re- 
venue or a special training tax on che wage bill of all employers. In order 
to give firms time Co seC up the accounting procedures Co record crainlng ex- 
pendlcures, ic would be phased In at least a year after the legislation Is 
passed . 

ThL" MTS h.ir. a number of Important advantages relative to the costs of the 
training: 

• Tilt- social benefits of bri-the-joB training are -prb&abty . just as . large 
as the social benefits of bccupat iorially specific training provided by 
r.ehbois" The \-ftS wbulU. create iiii Incentive for firms and workers . to 
geiierat? more of _ such Borieitts and would reduce current ly. prey-'i i I inj» 

cl I^tort Ions of th<? choice between these two modes of providing 
ocTnipj c tona I ly Specific training*. 

• Since the employer. j%iys_67 to_^0 P^cC-^'nt of _ the _cost of tra Inliit: , there 
is always .m incentive to do the train I np. In the most efficient manner 
po B s L b I e . 

• Choice of which jobs to train for and how to do the tralfiing is made 
by thf eiapl oye r not by an educator , a government bureaucrat or by t he 
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l^^T": w P'^oi^c: the fIrS's 

iS. uf^' " "^"^ b-st method of train- 

Ing for those skills. 

* s^hoir^hf"".--.'?" infonnal tr.lulng In the definition of 
subsldUable^tralniog.expenses Is fair to small business and avoids 

^ d<i,tortlng choices between fora^l and ihtonnai training. 

* ^^J'^^^^/^^^i^ not directly. targeted on the unemployed dislocated 
worker, it will reduce unetpployment nevertheless, and would do ao more 
efficiently than a targeted program like an ITS Sr the .reemployment 
voucher. The MTS reduces unemployraent in two ways; 

It ericburages firms to hire and_traln new workers; and to retrain 
rather than lay-off workers whose skills were becoming 5bsolete. 
It encouraaey the firm to expand the supply_of skilled workers rather 
Uum en«a,'ins In a bidding war for the limited supply of alfC-ady 
' "'"''''"'''^ '^^'""^ producing an acceleration of Inflation. 

* ;:miT discourage turnover. A firm with high rates of turnover 

sidy pav^.nt ' - ^ -suit receive a smaller .ub- 

The >frs ha. as it. objective expansion and intensification of on-the-job 
tr.,ini»,;. Only two small reforms of current practice are proposed-trairune 
:ulvi:.ory co^nmittee. at firms with more than 100 empl5yees and providing the ^ 
CralriGe a certificate describing the trainine that hSs BeeH received. All 

really Important dec lsions--who is to be trained, what Is to be taught, 
and huw it is to be taught-are made by the e:nployer and the worker (the wdrk- 
ors Influenc.. th.-se decisions by bidding for jobs that require tfalhihg, by 
selecting an employer wh5 pr5vide« the desired iraiaing. and the commitr^Grit 
that is aiv.-n to le.irning Che material that La presented). 

P'^^l^^bly invest nearly 5100 billion ol time and 
resources la formal and Informal on-the-jOB training each year. Consequently, 
coveriuii all employers and all kinds of trairilh^ inevitably means costs can be 
kept down only If the subsidy rate is set rather I5w. the definition of subsi- 
3i;:a5Ie exr.-nditure is restrictive and the threshold Is set rather high. 
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K : A Critical Skills T ra In tny, hnconc ive 

Am .1 1 tfrn.it ive .'.pprojch to promoting more private Invesctnent In 
oii-t.ho-jab training is to taffi^t certain critical occupations that are 
oxpericncl.ig Hevert' shortagus. A subsidy would be ott^vliU for training newly 
hired atid/ui- trans te rr.i'd eaployfes In a few selected occupations. The 
advant.inf of such a scheme over the ^r^S is that calrul^ltlng and reporting how 
much is spent on training is not necessary^ Eligibility for subsidy Is a 
function ot an outr.at--the number of people trained for certain specific 
Job.s — not a .noasure ot Input. The disadvantage Is that the gcvernraent must 
have sut tic lent wls.lun to pick occupations that are truly In .;hortage. 



I : Selfc t l^i": S!>ill.s tor Which to Provi tie Traini i^>; Subsidie.- 

Legislation wuuld restrict the subsidy to a limited number of Ihdastries 
chat .urruntly -xport a major share of their output, or ire service firms that 
pruvid.' specialized hi^h tech services. Examples Sight be coimnunications, 
,nachiu.-ry, InsLruments, chemicals, pharSaCeatlcats , electronics, computer 
service and K & D laboratories: The Department of Labor would be given a 
fixed hudiV't ami told to select a limited number of a'pedfic skilled jobs for 
which training subf;id£es would be available. Legislation would establish the 
following', cr Iter 1.1 for making these selections; 

• Rapid projected growth of demand for the skill. 

• A rising relative wage to aqst recent data. (For total ly hew jobs , 
criteria woj ld_ be _ high _ wages re la 1 1 ve to otlier occupations requiring 
Che same amount of training.) 

• projected supply from training Institutions that is tao- small to meet 
dLMnand. 0\ .showing that on-the-job training is - more, ef f Ic icn t or a_ 
necessary supplement to classroom training could substitute for a gap 
bu'Cween demand and training institution gradu.itlons . ) 

« Skills that have appl lea t Idri. In . Sore than one . fina ,._ (Since thU would 
bo caUulat,»d on a hat tonal Basis it would not be likely to eliminate 
many sklUii.) 

« total tri-HiUng c6;its of both formal and Inltirroal training tliat aro at 
least 33 perceiit ot ytsir's wages. 

THOrO would be a sunset provisiun. A declaration of a skill's el lgi5 li- 
lt v p;>r sub-.idy would last only one year. Two one-year extensions of this 
eli,:lbllit.y period wouUi Im- possible it ju^tltied by updated deiahd/ supply 
ljuoraation. FurtluT ext.ui;; ioiiii would require congressional aQtho rl za t Ion . The 
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L-llglblllty of A pari Iculjj- w<rrkur's training for subsidy would be based on 
when the training was ihit laced, even when the training period extends beyond 
the eligibility period. 

A sunset provision Is essential For two reasons: 

• .1^ .^'»«lnil^t;»s the_ Iramcd iate Incenti ve ef feet . Knowledge . tHat thf sJBskdy 
PJ^^^-^^.^y ^1^1 D.pc be available a year or two trom now will Induce firas 
CO ruact more quickly to the subsidy. 

• ''^V'^l'^^n*^'^*^ J^^.P^'^ly '^.^^nge and a shortage at one point In tirae can 
quickly becotre a surplus (as occurred for operators of oil and gas 
dr.iUng tii^s.j 

2 . Thu Ro l e of Competency Cert 1 ficat Ion 

The SucrtJtJry of Cabor woultl be empowered to make competency certifica- 
tion (undt-r the auspices of a raut t (-employer or union uabreUa organization) a 
pare of the raechanisrn for defining eliglblHty for a critical skills training 
subsidy. Systeias for competency cer tl f Icac Ion currently exist In construc- 
tion, telecommunications, banking and a variety of other Industries. In some 
Induatries and ocl upac ions , an existing system(s) could be adopted "as Is" or 
racJiiied. In other Industries and occupations a new system would have to be 
devolbpc«d. Since ah occupation Is eligible for a critical skills training 
subsidy for only a limited period, a judgment would have to be made as to 
wHefhur the beheflti; oF cbrapetehcy certification would outweigh the Inevitable 
cost aiiij delays that such a requirement would impose In addition, in 

certain fast changing fields codifying what must Be learned In this way might 
not be desirable. 

3. Amount of-Sobs-jdy 

Once an occupation had been selected as a potential candidate for subsidy 
the Secretary of Labor would appoint an industry/labor coramlttee to make re- 
commendations regarding the definition of the critical skill, the competencies 
that a trained ihdl vidua! would be expected to have, and possible mechanisms 
to IrisQrG Chat subsidized trainees achieve these standards. The Dup.-irtment of 
Labor would be required to do a small in Formal survey of the costs of training; 
and the lenj'th ot the training period for (a) a typlc.iI new hire without rele- 
vant ..'xpi-r ieiici; , and ^ b) rL'training current t-*mplbyoes who tack the sklH.^'^ 
The survuy wduU be the basis for establishing separate cost standards for rit-w 
hlrus and for current r«raplt)yL»L'S at -ipprox imat el y the 50th percentile In the 
distribution of total costs. The results of the survey would be reviewed by 
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DOC stall and tlu' tndonLry/ labor co.nraittee. DOL staff would make a formal 
recosiaendation lo the Secretary which advisory comroLttee could vendorse or take 
exception to as iL wished. \ * 

The total subsidy available per trainee would be 33 percent .of this cost 
stat-.J.irJ. Tht- announced standards and dv f Inl t loriis wautd iio Into tft'ect 
i...inet.nately aftL-r they were announced^ Tralhlns costs allowed In future years 
would be Indexed to the economy's average hourly wage, so- the survey would ^ 
only need to be done once: Hearlhijs would be conducted after the announcement 
6f the cost St. ;d.iri'.s and related definitions and DOL could retroactively 
IlberaUze deflnition^i and/or the limits in response to industry cotnnients. 

4. Pay ne ni o i S u bs i d y 

AppllcaLion for a subsidy of j parr cular trainee riu.-Jt be rabde wfEHIn one 
uL-ek of the start of the training (within one week oL the date of beginning 
work In th.i casr of a new hire)\ the application forni would be quite slaplc. 
rrqiiirlti,: only th«-« name and social security nuSbef of the trainee, employer ID 
number, the training; es tabl i ahinent ' s name and address, the fir:ti's namo and 
addr.'iis. rhe skill tor which training Is being provided, the trainee-' s wage, 
and a description 6f £he job (including Its wage) for wh Ich he/she is being 
Lr lined; The ref;u i r etnent of Immediate application for the training subsidy has 
■ thr-e purposes: (11 by forcing the firm to he aware of the subsidy when It 
begins the training. It naximi::ed the subsidy's incentive erfcct and rrduces 
retroactivity. {Z) It allows DOL to continuously rob ni tor tlie nuinbC-r of train- 
ees its progr,i:n has stimulated, and to p-ojtict future costs and the fullfill- 
la.Mit of its >ioal«3. (3) for the firm It locks In the terras and cond i t ions^of 
siibsMy that /provai led a.t the date tralrilng was e^mmenced. If' DOL determines 
that more (jesr.) training is being undertaken Chan needed or was budgeted. It 
liaij the right without advance notice to restrict (liberalize) the definition 
o:' subsidtzaBt.:- jobs/ ski Us. lower (raise) the training cost allowance or enM 
th;^t orrupatlon's .-liglbillty. Changes In rules would apply to all training 
programs hejiun nnt» ueuk or more after the announcement of the chaijgr- 

Tlierc would be no limit to the number of trainees for which ah employ.;r 
r:)uld 1).' ;iiib';i iised . and the flna would not have to bhtatn advance agreement ^ 
fro::i not. as to this number. Tlie eniptoyer would only have to certify (13 that 
tl»e training he ;rovldfS reiiults Ln ttie worker* y attaining tlu- critical skill. 
and (2j that the trainees did not have tliat ^iklll prior to the training. This 
iierL i f leation would be audited on a random hasls. An .ulvanco opinion as to 
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the fUglblllty of ,i proposfd tr.iinln« profiriitn (Blriaitig oti DOL) would be 
available to cmployors who request It.^^ 

Workers who complete training would be awarded a c.^r f 1 f Icate attesting to 
Che skills thoy have achieved. The skills taaght by the training program 
wbuiii he der^dbed in detail either on tht^ back of the certificate or on an 
attaclinenti 

5 . Suml^ary of the Critical Skll Is training Incentive 

The adminUf ration of this Critical Skills training Incenti /e has been 

described in considerable detail for several reasons: 

• the.popularity of the program with employofs will depend ivoh how easy it 
is for them to administer it, 



• th^PP'^STyf-Che Incentives 1 1 .produces . and the cost of. the program may 
^•^.P^"^ "P'^P ■'?.ee'nln3ly_!nin~:r_admlnlstra':lve matters (such as when 
application for subsidy must be made), 

• .^^^ P^I™^^r^ ^°?*^^^"_^*?°"'^_..P^op.osals such as this la_vhecher_ they can be. 

' ^^"^".'^.^^'^^.^ • ^° there needs to be a demonstration of the feasibility of 
the program. 

The plan described has a number of attractive feature.: 

* It Is limited In scope to occupations in cr i t leal shor tage. 

* Great flexiBtllty Is given ■ to program adipihistrators . (this is 
essential because the very concept of the prbgrain is new and because 
ic must quickly respond to the changing heeds of the economy.) 

* Workers who .complete training are awarded a certificate that describes 
Che skills they have g lined. 

* The f inn always faces a_marglnal_ incentive to expand its Crnfrilhg 
9^ ^^^^Spced skills. does not hay e_ to get _ prior. a from 
^9^.^*'°"^. . "^."y pisopie to tratTi an administrative hassel that woulc 
be a major barrier to participation.) 

* the firm is given an Incentive to retain the workers it trains. 

* Despite the alraost ' ent 1 1 letneht ' nature of the training subsidy , ics 
total cost is capped 'by the mbrii tbring of uange and DOL's ability to 
lower subsiily amouhts arid tighten eltgibllity. 

* A sunset provision aatbinaEIcal ly ends a skill's eligibility fbr 
subs Idy . 

* Cost could be_further_reduced_by building in a margidal feature Iii 

f i"^ S t hat already employ. people in_ the. targeted skilled occupations: 
It could be assumed chat in the nomial course pt events such firms 
'^o"^^ *^^9_^o . ^cp.^cc . 10 percent of their __j;tock 

targeted skills anyway. The subsidy co'jld be paid for trainees above 
this threshbld. 

* Ic compl oracnts the Subsidy bf Increases in Employment described in the 
next sect Ion I 
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¥ . A Subaldy of Increases In Employment 



Policies that can achieve the twin objectives of stimulating employrnent 
while simulcaneously reducing inflation must have che effecC of significantly 
ioworing the marginal costs of Cht> firm's expansion and maintaining this 
reduction in marginal costs for a considerable period of time. In competitive 
markets, a reduction in marginal costs is equivalent to an outward shift of 
the supply curve and thin inevitably results in more real buCpuC, more jobs 
aha lower prices^ In raoriopoU "st IcaHy conipeclclve markets a reduction tn 
mnr^lnhX co^ts tha»: can Be cL.-»nted oh to last: for a while will Induce the firm 
to lower its selling price and compete more aggressively.^^ Here again the 
result is more Jobs, more output and lower prices. The stimulus to employment 
will, of course, be greatest if the subsidy of marginal coses is limited to 
employment costs. 

If well designed, private sector employment subsidies of expansions in 
the orop I oyraent and t m ining of unski 1 1 ed and young workers are an effective 
me.ln^; ot reduc 1 ng/ th i s stagflation problem. A number of studies have come to 
the conriuulbn that eiajjloyroenc can be increased -and aggregate uhemplbymbht 
decre.Tsc'tl by s^ilftlng CTpIbymeht demand from skilled labor tcarkots to unskill- 
ed t.-ibor markets. Two empirical studies (Baily and Tobin, 1978; Nichols, 
lOdO) have found thac low uneraployaenc rates in skilled labor markets have a 
much more powerful influence on aggregate wage Inflation than unemployment 
ract's in unskilled labor markets. When analyzed in a general, equilibrium 
framework, it has been found ^ hat because of the minimum wage, transfer pro- 
grans atiu high wa^ju elasticities of labor supply by teenagers, women and low 
wage worktrcs yeiieraliy, a wajje subsidy of unskilled laboj will increase their 
ettiployra-.-nt without a ignii icantly reducing the cmployraont of skilled workers 
ev'Ti if the skJII»*d workers are taxed to provide the subsidy (Bishop, 1979; 
Johnson, 19B0). 

The rfv/onui> coses of a s Ignl f leant r»'fluc t ion in the costs of Incr eas i ng 
ejip. oynicnt cnn be minimized by setting a threshold ( r^ay 1933 's FUTA tax base, 
or .i^gri'i;.iLr liours worked by .ill L-^jployt-ti in tlie firm) and fsubsidizing In- 
cr.M.io-i In Lh.it index of einpl o/r..ent . A iiiibsidy nf employjent above a chrosh- 
o i li is ]iri.^ f I- r r<'ij liVi-r t.ubsid i .ti n^ new hi res becaur.e many ff rms liave turnover 
r iti-^ bt ''V) i(J 1') ( percv^rit. BuHt; id iz ln>* hew hl rL-s tji ickly resvilts Iii one's 
sui^'ii.H^fii,^ rJ;.> rtrn*;; entire work forC". The upo of either the FCTA t.ix fiiise 
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(as wati ilono with tin- NJTC) or hoiiri worked iis^ the 5asls For subsidy would 
concL-ntraCL' the subsidy on the lowes c- skill jobs — exaccly che segment of the 
labor market where labor surpluses are'groatest . Such a forus Is desirable 

t^^n^' ^' J >;ener^l expanstorv cr^ the economy will quickly produce shortages In 
yyJJ-Jl ilLJi^L !_l^^-.^^<^c u-p atjj3ns and th cr^ompet 1 1 1 vj bidding Cor the 1 1ml to d 
micibfr ot pet^pU' with net?ded skills that will resu lt— w^Ml rekindle inflation . 
The subsidy could be even more strongly focused on the least skilled by having 
a provision that reduces the subsidy if the firm's average wage in 1984 
exceeds Its I9B3 wage 5y more than some standard amount (say 5t) . Such a 
provision would have the further beneficial effect of putting direct downward 
pri-ssiire oh wai;e Inflation. Our experience with the NJtC suggests that a 
marginal wa^-.e subsidy of tliat typo may promote wage Inflation. This tendency 
can b.- :orcstalled , liowever, by reducing the potential tax credits of a firm 
It Ity w.ij;e Increase^ exceed some wage Increase standard. Such a subsidy can 
be very yimpl.- to a-inlnister. To calculate Its subsidy the firm would heed 
tour numbers: total wage bill this year and In the base year and total hours 
w*)rketl this year and in the base year. 

How such a scheme would work Is most-easlLy understood by examining a 
.'-.pecific prupos^n : (The specific parameters of this proposal are illustra- 
tive.) Klr;:is ainl noii profit eiiuitles would receive a tax credit against Social 
S.'euriLy taxes of $1.00 per Iwiir for every hour by which total hours worked 
(including; t liose worked by s.ilaried raanageraunt) at thb fira In 198 A exceed 
total hour.i worked In I9y3 . i^ ,\ tax credit woGId also be provided In 1985 
for increases In total liours worked over the higher of 1984 or 1983 's hours 
worked. In L98b . the tax credit would be for ''ncroases In total hours worked 
over the lu^;hest of 1985, 1984, or 1983 hours worked. The tax credit is re- 
duceii If Its average wage (calculated by dividing total compensation by total 
hour 55 worked) in 1984 was more than 5 percent greater than Us 1983 wage. The 
thr<-sh6M for the wage increase "take back" might be 10 percent In 1985 and 15 
percent In 198^). 

A Ki-neral formula fr)r iVu- t-x cre*ilt Is 

TC - u '..Mli^ - u :(yi^-gtio)Hit 
subject til tlie i-OM:;Lraint that TC ^ 0 -^nd ' (Wj -j;WQ)lIt _ > 0 
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wHt'te Hi-- Hours workea by people In the 1^" Job during time period c 
CHi-- growth of employetnnt In the 1^^ Job above the threshold 
W^^- hourly wage rate of the l^'* job In time period t 
Wq - the firm's ;iverage wage In the base period 
s - hourly tax credit , 
g » wage growth standard, g > I 
u ■ taicr *iack rate 

An Increase in the wage rate is taxed at the rate Tiils discourages wage 

incrc.-ises above the standard. An expansion of hours that leaves the compoal- 
tion of emplbyrneht unchanged Is suBsiaizod at the rate of s dollars per hour. 
Where expansiori': .ire riot proportlohat ^rid the fii.n Is In the take back regfon, 
the :.-ix Benefit depends upon the wage rate of the Jobs that are expanded: 

If, for Instance, s « $1 pec liour, u - .1, and gWo " $3,bb'an hour, offering 
an ad«!ltlonal Job paying $A.bb an hour would generate a tax credit of $1.40 
per hour, expanding a Job paying $12.bb would generate a credit of $.60 an 
liour, and expanding a Job' paying $18.00 an hour would generate np__cre<t>t^ 
This type of a marginal empioyaerit subsidy has a number of StLractlve 
ff.i turns: 

1 ~. Fl rms are encouraged to [he rease ei.nploytuent by hi r ing _ Inexv^er lenced 

workers and triifrilng them rather than by . Increasing overt Ime work or 
bidding experienced workers away from other firms by raising wages. 

2 . Wl thin e.TCh f I r\_l t_ tends to _ tnrget the .employraent stimulus on the 

li-ayt skUled_uprkers.__CThl3 occurs because hiring extra low wage 
workers lpwers_Lhe average wage of the firm, and this helps tfie firm 
rnei^t the '6 percent wage increase standard.) The increase In demand at 
the unskilled erid of the labor Tiarket should produce large . reduc t ions 
In thn luiomployraent of youth and the dls.idvantaged . 

3. Targeting; on -less skilled workers Is accbinpllshbd without giving low 
wage firns a proportionately larger subsidy^ 

Firob are encouraged to slou the rate ."it which they Increase wage 
rates. 

5: Both inafi'Inal and average viosts .of. prodiirt Ion are reducedj^ .whlle 

s Lmul t.in«n>usl wa;:e. Incruaaoj? . .ibove tli«» standard are taxed . Penalty 
tax Incentive based Income _ppl ic les (TIP ^s) In con trnst , have che 
j1 L s . » d V a n c a vj e _o f r a I s I n_c _m.-i r g I n .t 1 and a v e r aj; e cos t s , and the r e f o r o , 
prices 'jf_flnTis chat violate the wage tiiandard (Scldman 1978 and 
Dlldine ar>d Sunley l<)78). 
U !»; a balanced an c I- In flat Ion pro>;ram. The /subsidy component lowers 
priCi.' injIaLlon and the wage Incr.Ni:*!' "take back" lowers wage inflation. 
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■ !^^?ul1u^s£d°"orrJ: °' ^^r-^^i^^^l— J by new cployees.on the Job at, 
OMtsidt;_of chf company? f,OX responc.-d "alraosr all" and l^Z 
rcsivtiidod aost' . 

\ 

Wl^ ^ flrst^three mc^nths Pf .tenure, pfodac t ivi ty net of training costs 
of th.. new hire Is .nly aboat.half of that of a worker with two years of 
tenure Despltn this, the_ inflation. adjusted ^ag. differential for the 
llr^t tLo v...r« of tenure is only_abput 10. or IS.p^rcch: (Bisl.op. 1983). 

!nJ'"'n'':;!-J"'5"' P^'^'^«?" ^'^^ explored In Bishop (1982. p. 184) 

and Bendick .md Eyan (108:^, p. 38) ^ ^. H- '-o^} 

in'th^'n.^rl ^^^^"i"^^*^. benefit, from his training . trough a. higher wage 
IhlA T -^^^ ^ employer se..m. to boneJlc as well (Slshop 

.1V»32^_ A prelJmlnary examination of che data Indicates that private 
re.ti.rns to OJT arc quite high. this neans that social return^ . r. even 
higher. «- v«.u 

An important, feature . that. is not specified ir the legislation Is whether if 
job se;.rch IS unsuccessful the supplementary UT pa^.nts .r". retroactive 
payment, f or the pe t i od _ of _ ansu.ce 3sf ul job s^^, or whether they are 
extended eligibility ror nayment foi. ^he . vooks. oF-Job search fo lowing Che 
request tnr the Ul payment. The former Is to 6e ^rofcrred: 

F^trns which^exceed ChM r obi Iga t Ion to _ spend. In a partfcaiar vear oay carry 
the excess forward and use Ir ,o fuilfiU their obllgadon Ih'any of th. 
ad.r:.^inriinr- ,^^^^^^^"^1^- ^f^-bly Is now. consider Ing a bill that would 
add piid tralnlrg lenve to che list of eligible retraining expenses. 

I.n.Jhe.ylew of French authorTtles the existence --nd reake up of these 
corn,nl^tnes hc|ps a s sure . t : - the training is truly general and that the 
expend Ifire claimed truly had ii training purpose. 

To insure that. pnly_.trdlnlng .jets subsid Ized/not vacations o. motivation- 
al .ales mcetlngs,._subsldlzabie expenditures might be defined to exclude 
.^.l.^.'^.^.^^«...t^..•^.I:.«noce s.it.e.oth^r thin the coSpahy's national or the 
Wl^H^^'". r^'°r?! ^^-^^nuapers^.fa) housfhg.aud food expenses of more 
than $100 a day. (3) costs of training _non-empIoyees pa rt time employees 
worKfng less than 50 honrs a month ..or..employees.fof wHom more than 50 per^ 
ct.n. of compensation comes from commissions, (4)..payment-s-.t5 speakers or 
presenters a training session of more than §1000 or $200 ner contact 
hour whi.:H over is higher. The costs of developing . a training packag. or 
sy tern for use In Cralnln>. onesovn staff would be an allowable expense: 



tr.ar. . .would be c5hsfaerea to be engaged In forn.il or informal training 
. .he Is.cecivtag aroup tfistracLlSn, bein,i instructed by a conpuLer. read- 
IM manuals ar .nsLrurtfon booklets watching others do : he work or being 
show-^ the w.rK A t r . i r . . .up-, r v I so r or coworkers time would be consider- 
ed to he^en^a«rd_ln.a tninlnj; activity nnly if lOQZ or the trainers atton- 
CI. 1 s levoted to.Lhe trainin^j purpose, .[f any output Is produced during, 

^vea^wav -'^^'-^^^^f^ '" '"^^ discarded or 

6.vcn auay. The rollnwlng tests could be used to define a promotion for 
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purposes of C.U cul.i c ti^^; subs Id UTabl e crainlntj expenses: " there would have 
CO b»? a new job clcle, nociccalaly different job ducies and a wage Increase 
of jc lease fiS above the scandard sen lor icy or cose of Ij^ving Increraenc and 
cho individual could noc have held chac parclcular job Be?ore.- In order 
for new crTiployec cralnlng co be subslcllzable Ic-wbuld have- co Be assoclaccd 
wich ;i w.ij'o Increase by chc end of chac year off ac lease 10 percenc over 
.»nd above clu- rise In clie cose of Ilvlrig. 

9^ To Insure chac employers who receive anMTS subsidy we re _ aware of che _pro- 
gr:im ac che c line It mJgHt Influence chel r . behav lo r , . I c .could be required 
chac the e:ripIoyees make a pr el im I na ry appl Icac ion before July I of che 
cal eridar year for wh i liU a s ubs idy Is sough c . 

10. 11. Che MTS Is a subsidy , .subsidy payrnents would be caxable che 
iMTS is_a cax. crtMi t chi.\^lnii would have CO reduce Ics reporced social 
st.'curlcy or FUTA tax payraenc.s by che amounc of che cax credlc. 

11. To the rxcent chac che accounclng rules used co disclngulsh cralnlng acciv- 

icies from production acclvlctes affecc che way cralnlng Is cbnducced chis / 
Is an iintorcunace unincended consequence of che necesslcy of defining a 
dollar fjuanclcy of cralnlng expendicure for each flra. 

12. rh..T.- wotiltl be on expeccacibn chac ch^ ocgahlzacioh sponsoring che corape- ./ 
cency ce r c 1 f I ca cibn would cohclriue.cb offer and prbmoce .competency_cerci- y' 
flcacibn at ter. che ena of the period of the occupa c Ion* s_el Igl bi 1 Icyj. 

Condi cloning the CSTI on che exlscence.of cpmpecency.cercif lcatlon would 

cend CO eDrorira>;e loduscry groups seoklng designation of one of chelr / 

job>=5/ski 1 Is as a crlcical skill co creace a cer c 1 f lea c ion process for 

chac job. 

13. The survey _would nqc be very cose I y and would noc cake ion>;, once a sample 
of frnployiTr. who have cralned such workers was obcalned. While visic.^ co 
establ tshtaencs by specialized scaff would be che preferred raecharilsn c 
could be dnno over che phone. A eel e phone interview apprbacH co measuring 
on-Lhe-jotj crainlng coses for specific jobs has been developed by che. 

N'a clonal Cencer for Research in Vbcaclbnal Educaclbti arid Impl enich ted by che 
Gallup br^»a"i"^icion ac a cbsc bf less Chan 575 per . Iricecvlew. The cralnlng 
coscs chat wjuid be measured by chls survey would Include: 

1) payment:; Co bucslde vehdors-SUcH as a era In ing . Inst I tut ion , 

2) deprec la t Ibri bri machinery 100 pe rcen t . devoted . to _ t ra i ni ng^ 

3) cime of spec: ial l7,ed train lufi . po rsonnel that Is spent In contact with 
cl-»*> tra tnei- or pr«.*parlt»g_ lessons ^ 

4) time of supervisors or coworkers spen c I viug fo nna I or informal 
trainin;;_to t he _ non-worker above a 4 0 Iiour mliilmum, 

5) timo of r.hf trainee that Is spenc In a fonnal or iniormai craining 
acLivlcy chac Is not dlrcccly productivr^. 

The i-.uryey would also serve as a basts for developing an operaclbrial 
detlnlLlun ol the job or skill for which cralrilrig subsidies would be 
provitleii, and tor che levels of che skills. 
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U . THe . c a I cu I a c cd .imouri C of a u b s i d y wo u 1 d be ^ 1 d Ih cc( ua 1 sen iannualln- 
stallraenca over the training period chat has been established for chat 
skill. If Che -worker is exopldyed at Che firm for Itiss chan the full 
cralnlng period, che subsidy payment would be proracloned tor Che period 
heZshc was at the firm. The payments would be taxable Incotae. Training 
ostabllshi^ents would aubtnlt semi-annual bills to OOL for the subsidy 
P-iy^«^"Cs due_cp lt._ The payment would De raadt; to the training establish- 
rai-'nc (even when_t_hat esceblishraent Is part of a mulcl-escablishnient firia) 
^'^cJHSi^. audltlnjB would be carried out. at the estabi isbmerit . level , and 
b.ecause the payment Chen shows _up Intherlgbt place in mulcl-escabllsfr- 
ment flrias with divisional profit centers. 

_P"_^_P°^>* °^^^'i^_SHt'_sldy _ of increases in mplos^ to induce 

Increases in output and thereby correct the distortions produced_by the 
prevalence- of mbhbpbllstlc competition (Price > marginal cost) In gur___ 

economy. Its marginal character Is not new. Investment tax credits And 

1 tburalizatlohs of depreciatlbh rul'^s that are not retroactively available 
to already Iristalled capital oquiijment have had the effect of lowering the 
long. run marginal cost of many products below the prices that prevailed at 
the time of the tax change. 

TP -l-n=ii*-i:e that, the _omploy€r_was at_ least r/are bf the tax. credit at the 
^i.'"«-\.'™pl.^>'ra*2'ic -tiocisiqns are being made, preliminary appllcat-tbii for lt 
"9".^- to be made by July I, of the calendar year for which suBsIdy Is 



requested . 




4D8 



Bally, _M.N. and Tobln, J. " Inf la tlon-uneapLoyraunt ConsuqiiuricuS-of Job 

CruaLlon Policies." In CruatinR Jobs; public EinpIoymcrit-P roRrams and 
W..Kr^Tbsltlt^^. udltL-d by J.L. Palmur; WaalilniSton, DC; Thu Brookings 
InsL i Lutlon, 1978. 

Bendlck. Jr., Marc and E^nn] Mary tou. RucycUng AirurlcaVs Worktirs; -PttW g 
jnd Privat e Approaches to MIdcarucr Kutralnlng , The Urban Intitltute, 
V}62 . ' 

Blshoij, John. ■•EmployTnent In Const rue t Ion and Dl str lljut Ion Indus t rlus : 

Impact of the Nuw Jobs.Tax Credit.." In g^g^^ggy-Mv Ujbor Markets , edited 
by Sherln Rosmi. Chicago: University of Chicago Press, 1981. 

Blshop,_John. •Tlu? General Equlllbrlunj Impact of Alternative An tl poverty 
SLr.»Lu|]li^s .'• Indu stria lly and Labor Relations Review 32, no. 2 (1979): 
2C3-:23. 

Bishop, John. The S oci al Payoff f rom. .^ccupa E lona I ly Spec 1 f Ic Training; The 

£ mn L o V e r ' s 6 1 n t o i: V £ ew > Columbus^ OU; . The Nat.ipnal_Center for 
Rt-srlirlHrTrVbcatlbnal ESacatlon, The Ohio State University. 1982. 

Bishop, John (ed;); SGbsldlzlng On-The-Jgb_Tralnlng; An-An^^y gig::af^ 

National Surve y of Employers ^. .Columbus^, OH: The National Center for 
Res.MrSH In Vocat lonal Education^, The Ohio Sta te University and Madison, 
WI: InsLltute for Research on Poverty, 1982. 

Bishop, John, Barron, _John; and Hoilenbock, Kevin. Recruiting W5rkers . 

Colu^ibus. gil_:._ The National Center for Research In Vocational Education, 
The Ohio State University, 1983. 

Bishop, John, and Ullson. Charles. "The Impact of Marginal Eraplpyincnt.Subsi- 

^ dies on Firm Behavior." Jobs for DIsadvantaRcd Workers ,, edited by 

Robert HavL-raan and John PalSer: Washington, DC; The Brookings Insti- 
tution, 193 i. 

Burtless Gary, arid Cheston, John.. "Th.; . Montgomery County (Dayton) Ohio Wa^e 
Subr.idy-V5GchC-r Experiment: Initial Findings." ASPER, Department of 
Labor. 30 (July t9ai) . 

Cbht-n, Malcolm S., and.Schwartz . Arihur R. "Now Hire Races by Dera5craphic 
Group.- _Ann_ Arbor, MI: .Institute of Labor and Industrial Relations, 
University of Michigan, July 1979. 

Dlld ne. Larry L. and Sunley. Emll M. "Adni this t rat: I ve Problems, of Tax-Bast^d 
Incomes Policies." In Brookings Papers on Ec Q homic Activity 2^.ed.lt.ed 
by Arthur M. Okun and George L: Porfy. Washington. DC; The Brookings 
InsLltution. (i97.S):363-A00: 



44 i 



ERIC 



469 



Employment and Training Adinln I ut ration. Office of Program Evaluation, Division 
of Staff C\aluution Studies. E valuation Study of the Early tmplerocnta- 
tion of the tarRctcd Jobs tax Credit Program . Report Number 51 T Wash- 
ington, DC: ETA, December 19791 

Freeman; Richard B. _"THi» Effect of. Demographic . Factors on the Age-Earrilngs 
Profile In Ehe D.S." Harvard University, April 1978. 

Hanermesh J . Panicl S, _ "Subsld les of Jobs In the Pr Ivate Sector ."_ In 

Great Ing Jobs ^ Pub l tc_Emp loyment Pro grams and _WJ8c_ Subsidies , ed I ted by 
John L. Palmer^ Washington, DC; The Brookings Institution, 1978. 



Johnson, George E* "The Al locat ive and Dlstrlbut^^^^ Jobs for 

Disadvantag e d Worker s^ , edited by Robert Haveraan and John Palmer. WaBh- 
Ington, DC: The Brookings Institution, l98l . 

Mckev i tt , J . "test imony bef o re the Senate Finance Subcomral t tec on Adminlst ra- 
t ion of the Internal Revenue Code and Select Comml t tee on Small Bus i~ 
ness^" Washington, DC, 25 (July 1978). 

Perloff, Jeffre^y.M. "The Micro and_Macr6 Ecbriomlc Effects." Jobs for DIs- 
advantaged-Workers , . edited by Robert Haveraan and John Palmer. Washing- 
ton, DC: The Brookings Institution, 1981. 



Perloff^_Jeffrey_i and__Wachter, MlchaeK "A Re-eyaluatlon of the New Jobs Tax 
Credit . " Ph lladelphia : Department of Economics , University of Pennsyl- 
vanla, 1980. 

Rosenfeld, Carl. "Jobseeklng Methods Used by American Workers." In Monthly 
Labor Review, 98, no. 8 (August 1975). 

Seidman, taurcnce S^ "tax-Based Ihcbrne Pol Icies . " In Brbokliigis Papers bh 
Economic Activity 2, edited by Arthur M. Okiih and George Perry. 
Washlngtbn, DC; The Brbokirigs InBtltutlbii, (1978 ): 301-351 . 



410 



I?eprosentativo TiUNOREN. Thank you very much. I want to thank 
^aO !^Pi'^]jy^^^^']<>y^ J^i'^jP^i'Atibn and^t^^^^ with which 

you addressed yourselves to the questions that we asked. 

Mr, Chqate^I ^ybujcl j ust like to ask yoji one (juestibh for ah observa- 
tiou on tiie definition of structural unemployment. 

yPA^r i^''^P^y\^^^^^ l^^^^^A^cnt you tall^^^ witH the 

oicier worker as well as the youth or the young people that the other 
twbjl:eiitlemeii ref erred to as perhaps the iiiajbr part bf the structural 
unemployment problem. _ 

Pp y 9 ^> ^ "i^i ^r d i IFe re nee be t ween ypui'sel f and the b t he f s br do 
you also see as a major portion of the problem the high unemployment 
ttjhbng ybuhjv pebple ? 

Sfr. dnoATE. Let me just cojnment. That \vas one of the points made 
i h the other test i mbhy t hat Id id want to get into. 

2is Professor Summers indicated, he divided unemployment into 
t^vp categbries ^ struct Ural and cyclical. In that definition^ bbvibUsly^ 
the youth and the economically and culturally disadvantaged would 
c b hs t i 1 11 1 e t h el a rges t pa rt bf s t r Uc t U ral Unempl by men t , 

in my comments i liave focused on that part of the work force that 
hp been at work and then 

no longer at work because their jobs have permanently disapneared_. 
It is hiore in line with^ the Cbngressibnal Budget 

Office used in their study of displacement. 

So for jUst purposes bf seniahtics, we can call those unemployed 
displaced workers. There are no precise numbers of how many dis- 
phicQcl workers then) are today but CBO Used I think a rather re- 
shiictive definition and came up with a figure of 2.2 million. 

Xb\v while tjiat is hbt the largest pbrtibn bf the stnicttiral uneni- 
plovment, my point is it is a very critical portion of it. Neither is this 
to say that \vc .shbU^^^ must nbt address the other sections — 
youth and the di.sadvantaged. ^ 

Representative Luxgrex. But except for those displaced workers, is 
this a phenomena which is so different than what we have had befpre 
in bur econbiny when we have gone throiigh change.s tliat we need some 
significant governmental changes? Is it a repetitibn of wMt ^^^e ha^^^^ 
had br is it .so difTereht in degree that it requires us^ to affirmatively act 
with .some different Government pro^rains, either the individual train- 
ing account or sbmebthers br a combination thereof f 

Mr; tiioATi-:: In my view, it is. I also had the pppprtuhity to rea^ 
Lawrence's paper and it is a persuasive argument he makes. But I 
think one of the teJlinff points that one can _make_by IbbM^ 
argument is, fir.st bf all, tliere are shifts in world market share. Even 
though the United States, for example, manufactures 
tributes 30j>erceht bf bUr GNP, when one begins to take a Jook at the 
composition of that manufacturing and also tb look at the Hse bi^ 
foreign competitors, what one sees in both the bijsic and advanced in- 
dustries, IS a decline, and in many cases a significant decline, in rela- 
tive market shares. I think that prospectively we will see that trend 
continue^ 

Now if that is true, and I do think it is toe, then we will see a greater 
workeT_displacement in the 1980's and 1990's than we saw in the 196Q s 
ahd_1970's. Thits, I think we need to put in place some new systeins to 
confront this challenge. 
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T concur with Professor Bi.sjio]:)'s cdinnit»nts that it becomes Very cUf- 
iicult for (:i()ViM'iiiiu»iii. lo tli'teriiiiiui what skills are hccessar_y__o^ for 
, Governmoiit to detcnniiie wliat truininjs: an individual company re- 
■ quires. That is why there is a necessity, in a time of whM seem^^ to\yS 
rai)id chanpfe, for groat flexibility by individual companies and indi- 
vidiijil worktM's in inakiii<? tlipsc clibice^. 

Kepivsentative Lungrex. I^t nie ask ymi with respect to that, as you 
envision it, as I understand frpni your ITA prpposalj the indi^ 
employoe would have the flexibility to decide ^\'iiat type of training 
program he or slie would like fo be jnyplyed in. 

Mr. CnoATK. And the location of where they would secure that 
traiuihg. 

Representative trxoKEN, Would there be any limits as to some out- 
side judgiueht as to wliother the use tp A\iiich they are piittirig^^ 
in fut't a use thatwould help them be trained for iurther employment? 

Mr. CiioATE. To the extent as _it_w^^^ 
there would be certification that tl;e training institution itself is com- 
petent and it is hot a iij>_and i^un opiprat^^ giving worthy 
traininpr: 'i'imt would be tlie limits of that. Hnder the ITA I think a 
ra t.hcr s I raj ^] 1 1 f p ny a r d H he i pi e w oUl d i nsure wise Use of f tin ds— that 
is, half of the money would be the worker's money and ultimately it is 
the workor that has to take the responsibility for whatever decisions 
are made. 

Ihterestinglv^ enough, some studies which have been done by the 
National Sommission on Employment, where they have tak^h a Ippk 
at voucher training,^ indicate that would be fairly good participation 
in that type of program. They did a study of Vietnamese veterah_s_I 
think in the period 1969 through 1975, and what tney found was^high 
participation. About 59 percent of all those eligible, took the traim 
and tlioy fbUnd that it aid result in increased earnings on the part of 
most wlio participated. 

So it seems to me that the individuals that Jiave the opportunity will 
take advantage and if they take advantage they can make pretty good 
decisions abbUt their own interests and career. ^ 

Representative Luxgrf.x, We had some teAtimohy fr^ 
vvhb is in cliarge of mucli of whnt Ford Motor Co. is doing in the area 
of retraining, and Jie indicated that under theirJUit^^^ 
they have no limits on their employees as to what they do that they 
found the vast majority of the emplpj^ees dp 

for skilled orientation.i asked him whether that was true because they 
are in an industry wliich is generally recogri^zed b^^ 
indusstry and inside the industry as one that is losing jobs in total, and 
I do not recall liim being: able to reajly respond tb^ t^ 
program Jias really been in effect during a period of time in which 
there has been concern about jobs. : : _ 

I like the idea of individual choice and the opportunity to utilize 
those funds that you set aside. I see a prbblem we have in the Congress 
with the rehictaiice to do more with the tax code. At the tirpLeJhat 
your proposal is bein^ cbn.sidered, we have individual housing ac- 
counts being recommended to help young people buy their first house. 
^Yo have the individual retirement accoiints. There are a lot of indi- 
vidual accounts that people are suggestinir. Spmetimes if you add 
them all up^ it wbUld insure a pretty good size tax cut to the average 
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persbiij arid y wbiiUer if in fact we are going to be able to move in 
that direction. 

Professor Sun]^ you talked about the structural unemployment 
problein, that which would remain after we basically have had an 
ecbnbmic recovery. 

In your view, why doesihat residual unemployment appear to be 

|i liigbcr leyeLh^^ in previous generations, a7id what implica- 

tiojis are there for. that ^rom your suggestions for solutions? 

Mr- StTMME^^ of wisdom on this subject is that 

economists expkin liie fluctuations in the structural unemployment 
rate only witli hin^ 

Representjjtive LuNOREN. That is why we invite a lot of economists, 
so we hav^a lot of different hindsights. 

Mr. Summers. And so there cannot be any definitive answer. 
I "^pyW men several factors in ibughly decreasing order of 
importance. 

i f J^Wnk the s impbrtaht factbr is the greater public and 

private safety nets wliich exist under the unemployed now relative 
t9 j>c?fbrc. JThc in^^^^ of uheinployinont insurance is 

the least important of thesD. In fact, luore iinportant to these effects 
^^jK^i^ TP^ili'i iSany more of the uheihplbyed than has been the case in 
"tJie past are part of multiearnor families than used to be the case. 
They ju^e either ^'^^^^^ living at home br wbrkihg women 

with employed husbands or unDmployed husbands with working 
^i^^?l-_^^ a cbhsoquehcp, the ecbnbmic stress associated with a period 
of nnemploymejit, while .serious, is less than there was in the past, 
l^hd tlierefore thpy can^ afford to be more resistant to accepting wage 
cuts find at the same time can be mnre x'hoosy in looking for a next 
So increMing rigi<?itv I think is what I "regard as probably the 
si mrlo most important iactor. 

__The second factbr that has to be counted is the increasing fraction 
in the- population of what have jyime to be regarded— what we call 
secbhdary workers who in all periods tend to have higher levels-of 
MemplbymeTit.^T^ is likely tb reverse itself. The 

fraction of the population thnt is in the age group 16 to 19 has al^ready 
started downward and will decline quite rapidly over the next few 
years, which suggest^we may^^^^ tb bbserve some decline 

5 n the level of structural tmemployment. _ _ _ _ 

-.^tjiird_ factbr which I think has increased the level of structural 
unemployment through time is the possibility^ that there is— well, I 
was ixbing to say a third possibility and the one that Mn Ghoate has 
^^P^^^^^^A'^^^ notions of incj^asing^s^ the ecbh- 

omy, and that is a question not as to whether thereis rapid structural 
^hO^*^^_^_ich is assbcia^ with uhemplbymeht; — there certainly is— 
but whether ihere is more rapid structural change than there^was in 
the past. And one tends tb sense that there is, but it isL very difficult to 
find evidence of that in data. And if ym ^Jbaclc and think abbut it, ' 
there really have been vast structural changes of other kinds in the 
postwar period whi^^^^ Are largelj; cbmihg tb ah end. The very rapid 
decline of tJie fraction of the population that lives and works on farms,, 
the vast mi^atibh frbm the South tb the North, the Jarge mbvement 
west to -California are alK features of the early part of the pbstwar 
peribd that are now hbt major trends. 
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ha the evi(lejiaM)i\ ^structural cluinfje, if you look at how widely dis- 
porsLul tri-owlJi rales (if dUlVront inUustries are, or lib w widely dis- 
jH^rseil gibwtli rates of tliii'erti states are, you do not find clear evU 
donee that there iias been an- increase in the dispersibh of either of 
thbso tlnno;s. So I would list that as a possible factor, i would not list 
that as a major factor. 

; A J'^^urth factor 1 think pi^^ has some role to play— is that the 
nirreasc in the structural uncnipio-ynient rate iiiay be a statistical plie- 
^^^inenbh assbda oi bur programs. The Eon^ ess has, 

which 1 think in many cases good reasoii^ in a nuinber bf welfare ^rb- 
graiiis— fbbcl stjiiiips, for example — legislated requirements of work 
registration. 

J^^^Vi'^^iiM caM^ requirements have not been enforced actively 

enough successfully to Jiave a great^ffm on ariybbdy's actual behavibr. 

PX9_^j ^Jx^ knowledge tiiat people in food stamps are required to be 
registered for work and looking for wbrk maj induce program behe^ 
ficiaries who otherwise have told surveyors that they were out 

of the labor force to instead report themselves as unemplbyed^ ahdybu 
^^'^A^l^] tb^^ mcrease in the size of the labor force and an increase 

in uneniployinent which was measured, 

Tb^^Aj Ql cburscj^^fi^^ the facts .of bur recent experience which have 
been dramatic increases~in~bDtlrimemplbyment ahd labbr fbrce par- 
ticipatibn. 

To tliat extent, an increase in structural unemolbyrrieht does riot 
r^PrcM^t the probleni. It just represents the fact that we have to inter- 
pret our numbers dilFerently than we did before, 

_ i^Qpr^sMtative You mentioned as two major elements of 

the structuraj unemployment problem the high perceritage bf the 
stj'UptunUly unemplby^^^ who are young people as well as Uiose who 
have been involved with long spells of unemplbj'merit which by large 
riieasure are in the older category. 

You iieard Professor Bishop's comments on the reasbris fbr tile high 
pivrcentage bf ybuiig people who are unemployed. Do you have any- 
thing to add to thator do youjii fact agree with his comments bri that? 

Mi. Summers. Well, I_ would add that the view that the unemploy- 
ment among young people is all a dynamic turnov-er phenomenon is 
O-^'iiivI think a mjsleading feature bf our statistics. We nnd most spells 
of unemployment for young people are short: That is not because they 
find jobs. That is hoca use t hey wi thdra w from the 1 abbr force. 

Two-thirds of spelJs of unemployment for young people and in your 
b^]t>_injXJD?!isuivd the^i^^ this mbnth and not in the labbr force 

next month, and that is true even if you look Jit teenagers who are not 
e n rb 1 led in sc 1 i ob 1 , so you ca n ri ot say _t hey a re Just ^b i n^ back to sell bpL 
Tf you make adjustments for that, you find that the dynamic character 
^ f j ^ ^b uricmplby merit is ve ry^ sun ila r to the .dynami c character of 
nnemployment for the remainder of the population, meaning that it 
M A'^^^^AX^^i^rsmall^^ whb are accbuhtirig fbr 

a very large part of the unemployment. 

So I would add that to the vie\^s he had bri the prbblerii. _ 

Representative Luxgrex. If we accept Mr. Bishop's suggestion that 
sbnie bf thv reasbris fbr the yburigpebple having difficulty are that they 
are less employable than they were in the last few decades as a result 
I assiinie of poor ediicatibri,' at least their respbrise tb the educatibri 
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they have been given, does that then require us to be more seriously con-* 
cerned about the ability of these individuals once they start moving 
thfbii^h the active lc-,bbf market to adapt to changed positions ? I mean, 
I assume that if in fact they have ^ot a lower level of basic educational 
skills, their ability to react to a disjplaced situation is going to be ad- 
versely afTected, and is that somethmg that we, as policymakers, have 
to begin to worry about now father than later ? 

Mr. Summers. I think it is not that it is not a good idea to worry 
aboiit that, but I think I would put thatxioncefn relatively low. 

Let ine make two brief points. Firsts the average scores oh the SAT 
is a tricky statistic. If more yaung people take the SAT'a and so we go 
lower and lo^yer into the distribiitioh of young pebple who are taking 
the SAT, we will observe a decline in the average of 4:hose who take 
the test, but that will not refl^ the fewer people are learning, 

Tlio second more important point is I think that the SAT's measure 
is not very releyant for tho sort of displacement situation, that we 
imagine. The displacement situation we imagine are typically blue 
cbUar \yprkers doing ipbs that use their^^h^ extehsively, and the 
ability to move from one such job to learn another such skill is likely 
to bo pnly veryj vo with the ability to answer a 

multiple choice test on thenew math. 

_ _Sg j wojild urge the position that th^ academic sMlls pfj^ 

are an important problem to combat in its own right, but I do not think 

t h a 1. 1] 1 at a spect of i t J) resages par ti^ula r d ifficiil ties. 

Representative IjUNOken. feet me ask one more question on this 
rQUi\3'_ I _bS been in t rig\ie d by t h i s JTP A progra m con cept . One of 
the concerns t had was that would we in setting it up have the un- 
i ntehdod e flTect of put ting aii employe r in a sit jlat ibri who re father 
than calling his employees back most immediatelv it would be in his 
ocbhbmic interest tb wait a while until they qiialified for the employ- 
ment subsidy option? It strikes me in your tesfimony when you men- 
tioned that perhaps we apply this to the FSC. the Federal Siiprjle- 
mental Compensation program, which has rather long-term limits, 
that we might ^vbid that prbblem. 

Ho you see that as a pottntial problein. 

Mr. StT^rsiEns. I do see tlmt as 4i potential jirobleni: Had I described 
the scheme in more detail, I would have said as I ehvisibn the schem^ 
you woukl- makr employers inelijyible if tliev simply relii red their 
workers. If you had a scheme V'^'e that in which you started early ^ 
that would be a serious problem because the guy's best chance of get- 
ting a job inight l>e thwarted by den^yihg hisjihiployer the ability to be 
subsidized to rbliire him: Once you are looking at workers who are out 
for /t^Ute A f ^w jnbnt_h.s, the prospco:^ s tliat they will be reh ired be^bnie 
much smaller. So we are moving the subsidy for their employer is I 
think a miich 1 ess se r i bus i ssiie . 

t did look at one p^oint at some data on how many people reported 
t hemsel ves bn layoff for 6 mbnt hs and then suj^^eqiien t ly w e re rf h i red 
and the answer was only a very small number of people in ap^gregate. 
Therefbre, I think ybu wbiild ribt find that ybu wbiild be cutting bff an 
important reemployment channel. 

Kepreseiitative Lungren. Thank ybu. 

AI^ Bishop, in hearing testimony today and from other witnesses on 
previous occasions, it appears there are many different groups that 
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iMHployccs. 'riu'V ia!k iii>oiiL.ski!!o(l johs witli- oiiipjovoo shoftngos. 
Tiiey .sppa Ic oft lio i\nit>l<y*A\il t liat iummI t lioir .sivi I Is uii^riidiMl oven 
tHougli tliev aij alreaily workiiip; but anticipating a nos.sihiiity of 
oithor tlioir job boiiigiliscdntiniiocl or for wliatovcr reason ihbving to a 
diljerent po.'^itioh, and then, of course, th6.se who are disphiceil: 

Since the Gove riiii lent has discovered in recent years, althougb [t 
h?i^_ hf^t tu'ted ui)on this iliscbvery, that we have limited resonreos, 
where would you e.stiiblisli prioritJes ^ In other words, if (ibverhnieht 
^Yl'l^f* <^hb' i^hle to direct its attention in an aggn\ssive faskion in pro- 
gnuus to one or two-of those diilorent groups, wliere could we ihbst 
ell'ectivt\ly do thejbb? 

Mr. Bishop: 1 guess 1 do not want to respond to the question exactly 
Vn^'^^^ J do hot thinlv Government should make choices 

of that type. I think it iiuiy be politically attractive to target one par- 
^'^^'"JliJ' .^^l'^^^U^ Uuihl _a i)ro;grahi around tjiat, and when von are 
designing a JTPA-typc program you liavo got to make those kind of 
choices, ahil I think that thtvtiU in J'J'PA that'is designed for the 
dislocated workers is an appropriate ro.spon.se td their problem.s. But 
^ .'^!^*9AlltL^^i:^^^^^ we already subsidize school-pro- 

vided training a great deal. Nothing, however, is done to promote 
()iuthe-Job train iiig. 

I think if I hail to .select target for new etfort?^ it would be to devise 
"A^'A'l^A*"-^ Ph-the-jbb training. 'J'lierc also, of 

course, ought to be i)rogram.s to improve the quality of education in 
schools, but \vc are ndt^^^^^^^^^^^ hiuch today. 

Kei>re.sentative LtjXgrkx. WeU, in the G£)vernment trying to in- 
^j^^^"^.^ ^"'^^^^'j^k ^rai^^^^^^ you mentibneU the French' cxpe^ 
Khero there is a requirement of a certain amount or percentage of cx- 
pemlitures to go into thb.sc types of Jjrbgiams^ 

_H«y_P we come to the. point where it is ab.sohitcly necessary for u.s to 
do that sort of thing? Are there way s of influchcihg_busihe.ss decisions 
.such that businesses would recognize that they nmy face critical-short- 
ages in .skilled occupations, if not immediately^ in the nbt too distant 
fnture, and that it is in their best interests economically to provide 
and encourage on-the-job training? 

^Er. Bishop. As a group they recognize this need and realize^hat it 
IS a problem. The problem is that the individual emplbyer finds it 
cheaper tb recruit someone himself. TOien I can take someone else's 
employee and put tliem to work in my firm arid make use bf the train- 
ing tliateriiplbvee has, that is general training: When training is 
general econonne theory tell.s u.s that the employee shbuld have paid 
f^^'lt h(> Js going to be the main beneficiary of it. Qur research 

.suggests that the wage differential for people bcirig trained j.s just 
tpP, ^|yajl ielatiyc to the trained person, to; be paying for thd- 
general training that the workers are receiviri^. Iri addition rridst 
^"M^^f^y^i*!*^ j/f'Ro^^^^ training they arc giving is general. 

It .seems that contracts are being written in which the bmplbyer takes 
^^^VA P^^^^^^^ they first hire them and pim-ides and pays 

for general training. When this is the case, the cmplbver iirider- 
invests in frairiirig. 

Our preliminary data suggest the rates of return dri thi.s trainnig 
are extremely high. The rate bf return on schooling are on the order 
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of 5 to 8 percent for college. I woulU estim^tci the rates of return on 
bn-tho-jbb training are certainly about 20 percent. The private rate 
of 4'cturn and sociiU rates of return ^ould be higlter. 

liepresehtative Luxgren', Mr. Chbate, on your concept of the in- 
dividual retirement account; would you allow under yoiir concept g 
laidbff erhplbyee who has hot cbhtriputed the maxiniuih br accurriu- 
lirfcila maximum balance in their account to utilize those funds? How 
cbuld it. work ? Db they have to have wbrfee of time, so 

many quarters, to be able to contribute to that before they are eligible 

to use thbse funds? _ 

^ if r. Chostk. It could be done-4?ne of two way^.^One way would 
siniply be tb mpdlfy the laws on IRA's ajid an inilividual would have 
that wliich tliay had built up and that. would be the amount. If they 
had built up $2^000, that wbuld be $2^000. If they had built up ^,000^ 
they would have $4,006. _ 

_ /^nbther variant b^^ that \yburd_be_tb operate it as a cbmbinatibh bf 
insurance and equity building system, in other words,^ part of the 
con t ribu ti oj j wpu Id be to ihsu ranee a_ J)bbl b f J:h e fund thji t would 
guarantee the moment they were-unempJoyed after they had reacheS 
a ce rt a ih in vest Lug ge^ iodj J^ ojlA JMnths^ br som<^ penbd , then they 
could draw down tfie iufl amount, the full $4,000, like a??ain in insur- 
arice. OveT time as the^ they 
would build up an equity Jintil they got to some point at which they 
would have to make hb further cbhtributibhs. So it cbiild be done 
either way. 

Represehtati ve .LPL^^lbJiEN. _Wha t aboii t impl emerit ing i t wi th in the 
unemployment insurance concept, that giving the laldoff or fired em- 
p^loyee the bppbrtiiriityjb ^s^ he (iualifies for 6 weeks more pay^ 
ments— let ns ^ay 12 weeks more payments and he can exercise an 
bj>tibn in which he can use half oJ those funds to a train- 
ing and then, of course,^the rest of the funds only give him benefits for 
his own sustenance 

Mr. Ghoate. I would not do that Those HI funds are in great dif- 
ficulty already. I think the Pepartment of Labor is projecting that 
35 of those State funds are insolvent already. 

I would however, if I tbbk the latter route create a third truest fund, 
and have that fund stand on its own 2 feet, but I would link it to th"e 
other two funds. I would say, in effect, that a worker if they are going 
to continue to draw extended or supplemental benefits after 26 weeks, 
would have to actively use their ITA. In other words, what you are 
really trying to do is speed the process along, bring the worker to face 
the reality of their circumstances, and perhaps equally iniportant. try 
to cut down the amount of funds that are being expended oh UI which 
I understand this year is going to be over $31 billion. So I would link 
them. 

- Representative LtrxGREK". Do you have some observations on that, 
Prof essbr Summers? 

Mr. Summers. Yes, I do; I think it is important to understand peo- 
ple are unlikely, if you give them the bptibh between cash in their 
pockets and training, to take the training. And, in particular, they al- 
wavs have the option of collecting uherhplbyment insurance now and 
going out and purchasing some training and they do not seem to do 
that. 
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^ ^^'^^^^^^l ^^ ^^^^^^ ^ P^A^^ 1^ .VoJA U^^^ general is- 

sue of do wo luiv(\ too liitle training; ara we encouraging training 
I J^M*^^ tJi^i'^.l^ a sense in which^v^ encourage 
training a great deal, and this is easily recognized, ihe two kimJs of 
investment fi^'ms do--they do invest^ments in and 
they do investments in human capital. Both arc investments to be 
matle in 1 year that pny off over a strcain of years. 

Investments in physical capital have to be depreciated for tax pur- 
poses over a large number of years, a smaller riuihbcr of years than 
was once the case, thanks to ACRS, but you are required to amortize 
tiioscL expenses over a number of yeafs^ so yon do hot have full write- 
off Q_f those investments in the first year. 

-On the. othei- hantU invcstinents in human capital^ brie gets a j^vrite- 
pff Jn the first year. Those are things required to depreciate your in- 
vestmentis in the on-the-job training of your workers. That riiearis 
that we have a tax system that currently has a large-scale bias. Just 
how^important this bias is can be seen from the flifbf that surrounds 
"h;pdi ficatibris of the accelerated depreciation law in the case of phys- 
ical capital investments. We have the ultimate accelerated dcprccia- 
— tibri alrcMidy for human capital investment, namely the writeoffs. 

For that reason, i am. inclined to think that the tax systerii is al- 
ready very stj-bnglj biasing us in that direction and I am much more 
skeptical of the notion that our solution lies — our salvation lies iri a 
gerieraL effort to increase the degree of trairiirig. 
^ Training isjin acti\uty that we are already subsidizing heavily rela- 
Ji^'P to other form^ While more train- 

ing is^ood, so are more of other Jcinds of investments, and I am riot 
sure it is desiraW 

Representative tuNGREN; Let me just respond to that and then I 
thirik the other two ge^ about that. 

You say we are already in effect providing incentives for training. 
Poybu also say^ howeverj^tlia^ we do riot appear to be doing the amount 
of training that is necessary? _ 

^r. Summers. I thin k it is very diflScult jx) ^ud^ ^hat the amount 
of training is that is necessary. Prof. Bishop cited a fact which is that 
^'^^^l^^**'^ T^'^o were getting trained did^ riot seem to be_gettiri^ lower 
wages than the workers who were not getting trained, which is to 5ay 
they weriB not willing tb accept Ibwer wages in returri for the fact 
that they were getting trained. 

There are two iriterpretatibris to 
workers do not value this training very highly because it is not so 
yuluahle and that firms are brily dbirig it because it is hpvily tax sub- 
sidized and, therefore, workers do not accept lower wages to get it he- 
cause it is not a valuable fringe benefit, arid the latter view wbuld be 
riiiK'h closer to mih 

^ ?50 I do not see that it^is clear that more trairiirig wbtild be the solu- 
tion to bur prpblems, Unless we do something that creates different 
jobs, ail the training can do is reallocate the-jbbs ambrig the fixed 

stock of jpeople. 

Reprjesentative Etjngren: Sir. Bishop. _ 
__M^^_BJ[_s^o^. I would y basically neutral with 

regard to on-the-job training because it allows expensirig. Because 
cxperisirig-is ribt gerierally allowed, irivestment in physical capital is 
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discouraged: To reduce the bias against investmeut in physical capital^ 
wo have lU-pcrceiiL iiivcstiaent tax creditvWhcn ypu^ut tlie investihcrit 
tax credit togetlier %vith the accelerated depreciation rules, the tax 
treatment of investment with Ufetimes of 10_^ears_is 
roughly equivalent to expensing. Only longer lived time investments 
are discouraged by the tax system. ^ 

Now tlie issue that I am raising is really the contrast between our 
pdlic ies I'cga rciihg .traihUlg iii firnis> toward which Uio tax system is 
basically neutral^ and training in schools. At a typical community 
college tuitibii might be 20 percent of, the cost of instruction. Student 
linancial aid is many billions of doilars-a year. There are a variety of 
other ways in which we encourage it. Yocationally specie 
in schools is subsidized, the reason is that we believe it produces social 
benefits th a t go no t jus t to^tiie in di vidua! rece i ving the training but to 
otiier members of tiie conmnunity, this individual's future employer 
and us as taxpayers. 

The 5ame ai'gument can be applied to the benefits of on-the-job 
training. I make an addition regard to our look at 

the wage diiferentials for people being trained versus those who are 
riot trained. A reeen^^ the Southern Ecqnm^^^ lool^ed 

at the rates of I'cturn to various types of training in the Project Talent 
data and fp^iKl that o^^^^^ training and appi-ehticeslii£ traii^^^ 

had consistently positive impact on wage — 1 am rot aware of any 
studies at the impacts ciiiplbyer provided training on wage rates that 
did not lincl large impacts. 

In bu r studies we ask tlie ciiiplby crs to rat c the BrP^uct i Y i_ty_bf their 
workers. That rating goes up drainaticaHy over time as the individual 
has inore t en ure at the firin, Pebplc who had .previous training either 
at a school or at another employer are reported to take less time to 
train arid arc reported to be riibre productive even when wag^'j rates 
a re no different. . 

This evidence suggests to me Jhat the^Triplbyers pay_iig £^art 
of the cost of the general training their workers receive* We suggest 
sornc pb tori tia 1 J^ca sons why t hey niigh t_be do m^ th is. The iriargiri a] 
rate of return of employers higli as they might ne — 3 5 co 20 percent 
Jbwcr than tlic time pre feniricc of the J_ri_diyidTia] 
workers. And so, xronscqnontly it is reasonable for the employer to pay 
^ .^bl^rc.pf tlio cost of investing in gene riU t^^^ arid take 

a 1)et that the trained worker will stay with the firm. 

A^UViUphv thc^re mirvi He_ a__dcpire pri^ tMjP^rL QOM^ ernploycr to 
attract jrood einployees by offerings very attractive wage at the start. 
^Orico the Iierspji Js at^ the finn, the 

impart on whether the employee stays, so the employer will pay 

^^pyi'i'j^^^(i_'^prk*f'T_^^^ 

From various thin.<TS along those lines and various contract stories, 
Jioii .cari dovoldp arid justify a-pattcrri iri which oriiplpyers iriyqst in 
general trainin<r of-iheir workers, and if that is occjirring. then thvre 
is ari exterriality. Every time a worker leaves, arid a large share of 
these workers do leave, the. employer loses money, on his investment 
in training. Ask the head of training at General Electric or any other 
company, and he will tell you thi.s is a major concern. 

Representative EjUxgren, We do a little bit of that up here on 
the Hill. 
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Mr. CiipATi:. Wt'llj I would like to p£Fei\sbme comm^^ 
ollccts <)f taxes on tiaiiiinj^ luul, of course, i have a third view which 
1 g u OSS says u 1 b t_ about the tax sys t ei i_i or p w < j u_a_rrel son ie ecbn b - 
mists are. 5:5 at it is my view that the tax system is sot up with a bias 
Jig^^i.ivst traiiiihg ill iirms, and_the i^^^ 

First of all, if \vc view: training investments made by a firm on 

y car-tb-year basis^ then I would agree with Prof. Stimrners. But if 
one views it in a dynamic set of circumstances over a period of 3'ears, 
1 w ( ) 1 1 I d _\" i c w i t d i U'e re 1 1 ily , Le t j i le _ex_p_l_a ij i w li y . ^ ^ 

} f we take Ji firm and say it isinvesting $100 million a year in capital 
Jh"ti_^'itios. After sbhie per^^ bfAiniej irrespective ^b^^ 
(•iioo5C on depreciating that capital investment— accelerated or 5 j^ears 

vears— and tliey cbiitiniie to invest ?1P0 iiiillibri a year^^ 
going to be like a full pipeline: they are going to soon be depreciating 
j^ion million ii yeaij and ihos^ tlA^^^ Are gbirig to be eiig^^ 

training are tiie institutions that are going to be in business more than 
r> or 7 years and thus doing the capital in ve^^^^ 

WhtMi you get into that iifth or seventh year — suddenly, most firms 
a re i n ff 0( ' t o xpo i is i ng t hei r .caj^iit al in vestment . 

i f that is trur. tlien. they are liaving a iO-percent investment credit 
on 1 he i r ca p it al , in add it i bn t b t heir ex peiismg. pi they h a vc a 25- 
percont-tax-crodit for E&D over a 3-3'ear historical base. 

In add i t i on , 1 1 lere _is t he disincentive fact^b^^^ Uril ike capital oqiiip- 
meut which the iirm owns or the copj'right or patent they own that is 
hot true for the wbrk^^^^^ _ 

At a minimum we need to insure that the human capital investment 
are put on a xwity with the physical cap^ inyMtineriL 

Eopresentative'LuxoREX. I would like to suggest that as one of you 
comniented_bh the diffici^^^^^^ bf ge,tting busiriessnieri to be involved in 
different taxrredit programs because they do not understand the tax 
code, that if I.wc^e aJmaU busihe^^^^^ l^ircf^l tl^r'^cj^*^'^^*^^ 
to tell me whether it would be in my interest to spend money on train- 
ing, I would find but that it either is, it rea *^^tjnaKe any dif- 
ference, or it is not. And that is_one of the problems I have with utiliz- 
ing the tax code at tiines to effect policy changes because 
tendency to interpret the tax code in different ways based on .different 
advice, dep_cndihg_ upon the jn^ppa of the Congress and the way they 
are going to decide in a particular year or who happens to head up the 
IRS, and I ain not trying tb dene/n^^ opinions, but i 
thinkitdoes pointoutonaof the problems we have. _ _ _ 

Another thing I would like the three of you to address — this was 
brought up by your most recent comment, Mr. Clioatjs— and that is 
where ybu suggest that rribst of the firm& we are talking about that 
would ba dealing in_this retraining would be basically large enough 
to have those tvpe of expenditures. If the data I have seen is correct, 
a large part of 'the growth of jobs in this country overJheAast decade 
has taken place in small businesses, not iti the large businesses, and we 
in the Congress like to theorize about how we can chanj^ p^^^ 
actions based bn^rand designs we construct for the tax code or other- 
wise, but I am trying to think of the average emplby-.erj he or she dbw^^ 
there trying to hiake a buck, who has worried not about the dynamics 
of the next 10 years but worried about whether he br she are^bingjo 
be in business next year, arid bne of the problems T have with some 
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datc it in one case or another, ^vo mandate cxpcnclitiirx^s eitlier through 
a required tax or refiiUred iiiiplem^^ of a training p.ro^rarn. 

. Tliat is seen by the small businessman or businesswoman as an addi- 
tional expense. And I thoiiffht al 1 three of jqii would _ag[i'_ee on the f_a_ct 
that wo need to increase the stock of jobs in this society as the base. 
If ^ve do not do that, we can forget iibbut dealirin^ Svitli the structurally 
iihomplbyed. And I am yery fearful of us going lu any direction which, 
altho^ugh we are aiming at solving the structurally Unemployed prbb- 
lo^in, in fact increases the total number of uneniployed because we have 
restricted the number of jobs that arc going to be created to help the 
ccdnoniy. 

ifr. GnoATE. If I may comment on that, I share those same i?bnci3rns. 
_ __Tp_the rLiicstion of t]ic tax code and its use to stinmlato investment, 
my point is. of three of the factors of prodiictidn — capital, teclUiblbgy 
l^i^d worker training— we have tax code incentives to deal with two of 
the three. _ _ _ 

If yye are gpihjr to really permit balance, I think we need to have it 
for all tjiroe or Jioue: in other words, just keep a level plaviilg field. 
That woiihl be thr Hrs^t thing, _ 

The scconcl i>oint i would make: at present, at lenstaccording to tlie 
information developed by the America most of 

tlie training is done by the largest firms, at least formnl training in 
this cotmtry are done by the la country. 

Representative Luxonnx. is not that one of the probreuis, thoiigh? 

nir. CiroAtK, It is. 

Representative Luxguex. If we are going to deal witli total unem- 
ployment _ 

Mr, Ciio.vrK. Absolutely; I think that is a good argumejit tluit lie 
makes and others make. Biit even there^ there is hot enough training 
done. 

5^0. like with tJie H&D tnx credit, becatlsir? large firiiis are the ones 
dl'ili^il.iyp^t of tlie research too it was felt that tliere. was a. need for 
an incentive but aJso there was 4t need riot to have public money r;iib- 
for wliat t already doing. So Congress would niake a 

requirement that the tax credit anply only to that ihereiised s])en(ling 
b^'er their 3-year historical base. 

If such a rule ?or training tax credits were used moans that the 
jT^^^^j"!^- nnd_sniall-s_i_zed firrns who dp not do a lot of training, and 
many of them do not have personnel departments, would have tax 
^^•■^^^/^f /^f'r^ •T f'Ai'i'Ti ihcennye for them to invest in ti-aining, 
. But another point that I make, is the Xation should give special 
^J^^^'"^^?^^^- Plll:>lic_ trainiiig systeni, our vocational, 
technical, and the community colleges: to make" sure their training is 
u|xto flate. 

"Sly final point would be, T would not mandate the tax credit pro- 
^^"^"l^L^^^^l ^^^^ l^iUMh_ capital like y>T deal with physical 

cJ}pita] and our technology-; make private investment permissive l3Ut 
give an incentivelo take actions. If a firm wishes to do it and it is in 
their best interesft-to- do it, I think we can presume they will do it If 
tliev-do not want to do it, tlien tliev should not bo rnandated tQ do that. 
_ Of _c_ourse, the final part of this mosaio of a training strategy is 
with the individual worker that falls but bf the work force because of 
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stiMiHuriii nnitisHrio^ and cljsp1nc?mant. They tiled the means to 
ixyi tJu" tiiunmjr, ,„aylic> vvni to relocate, ahd certainly the informa- 
tioji to j^et backjntoihe work force. 

_ Representative tuxGREN. How valid do you thihlc the analysis is 
that small- and medium-size firms are not doing much trainme or 
retraming? " * 

- the reason I Ml? tiiat i^ they may not have formal- programs, but 
in prder^to exist with the workers they have, are perhaps a number 
of t lem doung that, but if vou ask them, "Are you doing it, where is the. 
evidence of it," you do not have it. 

^'^^iiop. We have surveyed thousands of employers and thev 
report^ they are doing a helLof a lot of training, but generally it is not 
forinal training. In most other studies of employe^provided training, 
cajl the company and ask who does yoUr training. If the company has 
.a tninung depart hierit Lhere i^ to be talked to,4ind if there 

15 pot a training department there is not. Asiresult the firms that do 
not have a traimnjv depament or some formal organization that is 
inoviciing training are reported to be during^np training. And yet the 
training always has tb.qccur^ especially for new employees. In dUr 
study_we ask lio w a particular new employee was trained, was it formal 
--oMMGuviaJr-Gf-^he^idurs-^ 

about |6 percent of the costs of training arejfbr formal training and 
the rest of it was informal. i 

■ Even if ojir numbers are biased and counting informal time in ways 
wo should not. It still would be the case that the bulk of training ig 
mformal, when one counts informal training, small firms are doing 
almost as much tTaining as large firms^ 

Rejjresentative Ltjnohen. I^was Just reflecting on my pwn personal 
ex^perience AvhenJ «ime to a law fim back in Galifornia. We were a 
relatvrely good sized laT^ firm, but we did not have the formalization 
of a Ibt of aw Jrms, so^if you Would have asked us who were the part- 
ner who <lid the trainuig, people would have looked at you blahkly 
and said, We do not have time to do that. We practice law here." Yet 
^^f^^ '^^^^^^W^V'^^^ that ,5^ent on and there were 
other la,w firms that had designated traihihgpartners. 

J3ased on the individuals involved, you may have gotten better or 
worse training at one firm or the other. 

^^i^was just reflecting that other businesses must operate in the same 

_Mr. St3TsisiERS. I thin^^^ is even misleading to think 

of there being training ^activities and nbhtraihinc activities. I would 
nns m this. Their job is to help rae do my research. 

^1 - E ^° computer programs to process data. 

JJl^f ? -^i!?^^T^''^*"^^=^°^^^"^ and it is wrong J show them 
how to do It right.Js that training? Well, it is training^ They presurn- 

S i^fK^'^f *°u^°.'* ^^^ t^^y do it letter next time 
or do It better tKan somebody eise, but I am doing it in part for thei^ 

education but! am. doing It mostly so I can get them to produce the 
numbers that I am looking to have produced i' ""uwo uie 

^ be impossible to 

make these iiu gments since the vast majority of learning takes place 
^ot as some hing called training but as an inevitable byproduct of 
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Reproscntativf* TjTJNOrex. T know that at least one of you Has_to 
leiive to catcli an Jiirfjliiiio. I want to thank all three of you tor appear- 
ing before this committee. One of the reasons I did not ask some of 
the spc?cific questions about some of the specific proposals is your 
writteji statements cover that pretty well and I did not want to repeat 
that, It will be made a part bf the record and we will go over it in 
some detail. - - - - 

Again, T just want to thank all three of you- for the- seriousness of 
youi- eftort and for heli)lnjn: us to try and deal with these problems. 
Thaiik vdii/riio t'oiniiiittoe stands adjourned - - - 

{^Mioreupoii, at it :50 a.m., the committee adjourned, subject to the 
call of the Chair.] 

O 



